
suuurna LSELB) OR ASSUMED AND 
S K U I I T I E S  WWB) OR PEIlREU WRING THE Y€AR 

Shares 
Issue6 

:omon Stock 
Stock so ld  under employee 

Stock so ld  urider automatic 

Stock so ld  under Tax Reduction 

Comon stock so ld  under publ ic  

p u x h a s e  p lan  12,803 

dividend r e i aves tnen t  p lan  132,779 

Act Siock. Omership Plan 25 ,435 

o f f e r i n g  (9/ l9/78)  750 .OOO 

Prenium on 
Common Comon 

T o t a l  Stock Stock 
.Amount (201) (207) 

3 2&0,351 $ 12,803 $ 2 2 7 , 5 5 8  

2,689,179 132,779 2 , 5 5 6 , U O  

566,860 25,435 540 ,434 

1 5 ,  738.750 750,000 l L ,  988,750 

T o t a l  922,017 S19,235.159 $922.017 $18 ,3131i4Z 

? i r s t  Xortgage aonds, 8 3/47. series due 2008 
Nomiaal d a t e  of issuance - 9/1/78 

Aggregate p r inc ipa i  m o u x  - S20,000,000 
Proceeds to company - S19,753,200 
E-qenses - $ 50,129 

Maturity d a t e  - 9/l!08 

P r i a c i p a l  Undermi te rs :  
Salonon Brothers  
Bache Halsey S t u a r t  Inc.  
Biyth Z a s h a n  D i l l o n  & Co. Incorporated 
The F i r s t  Boston Corporation and 
Merrill Lynch, P ie rce ,  Fenner 5 Smith Ixcorporated m 



S E C U l l l T l 6  LSSLB) OR ASSUMED AND 
SECuRlT7Lmn REFUWB) OR R€TIRfD DURING THE YEAR 

C a m o n  
Sharss T o t a l  Siock 
issued A n o u n t  1201 

Zsmmon S t o c k  
S:ock soli -3der muloyee 

S a c k  s o l d  under acccmacic 

Stock so ld  wader Tax R e d u c t i o n  

purchase plan LL,5Oi S 228,563 S 11,607 

di-rL.'eid r e i n v e s a e n c  p l an  8 9 , W  1,5103,975 a9,ohg 

h c c  Stsck G w w r s n i p  Plan 
(TXU 0 ? j 21,305 469,089 21,505 

o f f e r i n g  (l/19/77) 750.000 16,020.000 750,000 
Conrmon sesck sold under public  

T o t a l  872,261 S28.521,528 S872,151 

? i r s t  ?!or::a~e 3onds, 8 1/LX s e r i e s  due 2007 
Nominal d a t e  o f  i ssuance - 1/15/77 
Xaturi ty  daze - l/?j/07 
Aggregate p r ix : ?a l  amount - S3O,COO,OOO 
Trsceeds t o  tie ccnpany - S29,767,000 
5penses  - S 107,729 

Pri-cipal  U n d e r n i r i a g  F L ~ S  : 
XerrCll L;?nci, Pierce,  Fzmer & S m i z h  Ixorpcrated 
Sache Xa1se:i Stcar: I n c . ,  
31;rth Xasxan Dillon i: Ca. I x x p o r a c e d ,  
~ i e  Z i r s c  3os:sin C s n o r a 2 l o n ,  and 
Salcm.cn 3rgcher; 

-7 

417,534 

15,270 .OOO 

Sl7,7&9.?67 
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Iowa-I l l ino is  G a s  and Elec+=ic Campany : 

Propcried genera l  i n c r e a s e  i n  na9L-a: 
gas r a t e s  and i n  e l e c t r i c  r a t e s .  

By the C o d s s i o n :  

On ~ u q u s t  30, 1971. Iowa-Ill inois Gas and E l e c t r i c  

Company ( “ I o w a - I l l i n o i s ”  o r  =!e ‘Ciqany”)  f i l e d  w i t h  t h i s  - 
- 

Coumission 1 2 t h  Revised Sheet No. 5 ,  1Lrh aeoised Sheer 

No. 6 .  a t h  Revised Sheet No. 7. Lath Revised Sheet N o .  8 .  

6 t h  Revised Sheet  No. 9 ,  6 th  aevised Sheer N o .  12. 3rd 

Revised Sheet  N o .  24,  5 t h  Revised Sheet No. 2 5 ,  and 3rd 

Revised Sheet No. 26, Schedule IL1.C.C.  No. I, i n  which 

it proposed a general  increase  i n  na=nral gas r a t e s .  and 

a l s o  f i l e d  i t s  7 th  Revised Sheet N o .  4. 8th Revised Sheet  

No. 8 ,  7 t h  Revised Sheet NO. 9 .  7 t h  Revised Sheer NO. 10, 

5 t h  Revised Sheet N o .  1 3 ,  and 221 i tevsed Sheet No. 14. 

Schedule I L 1 . C . c .  NO. 2 ,  i n  vhicb. it pr3posed a ge3era l  

i n c r e a s e  i n  e l e c t r i c  r a t e s :  said a x r e a s e s  is n a v c a l  gas  

and i n  e lectr ic  r a t e s  were priposed t o  become e f f e c t i v e  

October 1, 1971. 

Notice of the  proposed general  ra re  lECretSe W s s  

posted i n  t h e  Company’s business  o f f i c e s  a d  was pu5l ished 

i n  the  s e v e r a l  newspapers o E general  c i r - la t ion  t k o u g h -  

out  its s e r v i c e  a rea ,  as evide-ced by Cerr - f ica tes  of 

P u b l i c a t i o n  (Exhibars Nos. 37 ar.2 381, i n  accordance wit!! 

the  requiirements of Sec t ion  36 of :!e Illinois Public 

U t i l i t i e s  A c t  and t!!e provis ions of General Order 157 o f  

the Commission. 

c _ -  
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Deprec ia t ion  m e n s c ,  t h e  Economic S t a b i l i z a t i o n  AT- of 

19-0, as amended, and the =Ales and re-lations of the 

P r i c e  c o d s s i o n  a p p l i c a b l e  t \eze to ,  t l g e t h e r  wit!! the 

record and exhibits presented  i n  t!is case, and all 

o t h e r  facto:s necessazz  and proper t o  consider i n  

a r r i v i n g  a t  t h e  F a -  Value Rate Base of  the Company's 

Illinois EleC*l'iC and I l l i n o i s  G a s  Pzoperty in Service  

as of December 31. 1970. 

Rate  of Retx-71 

The rate of rerr?. f h e d  by t h i s  Commission m a t  

be s u f f i c i e n t  t o  Frovide for Operating m e n s e s ,  Depre- 

c i a t i o n  and Amortization Aeserves %!at a re  necessary i n  

good business judgment and operation. I n  addi t ion .  t h e  

Cotmnission raat g ive  cons idera t ion  to cr-zent ecanoaic  

c o n d i t i o n s  and t h e  inc reas ing  demands for se rv ice  t h a t  

c o n f r o n t  eve-q u t i l i t y  i n  t h e  S t a t e  of I l l i n o i s .  T o  

e n a b l e  Iowa-I t l ino is  t o  m e e t  demands for r e l i a b l e  and 

adequate  i e r v i c e .  vhi=h demanCs now include compliances 

vi-&. environmental  s tandazds ,  a s u f f i c i e n t  r a t e  of r e t u r n  

must be provided.  

A compilat ion o f  aa=ning t r ends  f o r  t o t a l  

Company o p e r a t i o n s .  admit ted i n t o  evidence as Campany 

Exhibit 8 ,  r e v e a l s  Operat ing Revenues, Operating Expenses 

and 0pera t - s  Income, i n  surmnh-y fom.  for the  yek-s 

1965 t o  1970. i n c l u s i v e .  

Examination of t he  vk-ious comparisons show on 

s a i d  E x . . i b i t  8 i n d i c a t e s  a steady decrease i n  t.ke r a t i o  

of e&-ninqs t o  f ixed  chazges ( i n t e r e s t  coverage) and 

Ea==Ln5s p e r  Corrnnon Shaz-e. Administrative no t i ce  of 

- 19 - 
.. 
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i s  *-.ne that I l l h o i s  r a t e p a y e r s  a re  not s o l e l y  respon- 

sible t o  provide all of t?ue funds requL-ed by +de Company 

f o r  its t o t a l  ope ra t ions ,  it is n e c e s s c y  that *he fa= 

shk-e of nic! h n d a  be provided by s a i d  ratepayers  in 

ordez that =\e Company be  en- t o  meet its service 

ob l iga t ions .  P rev icus ly  s t a t e d  in t h i s  order i s  the  f a c t  

MidAmerican Exhibit 8.1 
Page 56 of 6 9  

t h a t  49 per cen t  of t o t &  Company Opera tkg  Revenues weze 

der ived  fzom its elec*,-ic opera t ions  and Si per cent from 

i t s  gas  opc-at ions i n  1970. and it is reasonable m assume 
- .. 

t ha t  such r a t i o s  vi11 remain r e l a t i v e l y  s t ab le  in +he fore-  - - 
seeable -%:z=e. O f  t o t a l  elecL-ic custanezs,  4; per  c e n t  

&-e l o c a t e d  h I l l i n o i s  and of *e total gas customers 

30 pcr cen t  aze loca ted  i n  I L l i n o i s .  implyhg a &stan- 

t i a l  r e s p o n s 2 i l i t l r  f o r  Opcxatin-g Revenues f=om I l l i n o i s  

r a t epaye r s .  

In v i e v  of t h e  necessi2z f c r  maintainin-g a.n e a x -  

ings  r a t i o  t h a t  w i l l  pe-qit +he Csmpany t o  frnance nev 

c o n s t y x t r o n .  meet ecology stand&-5s. and provide its 

cust3mers vi:h the&- r i s i n g  demand f c r  se rv ice ,  the Com- 

mission concludes t h a t  t h e  Rates of R e t G T  provided by 

this orde: a r e  just and reasonable and the m i n i m u m  neces- 

se-y f o r  such purposes. 

?he CommLssion having examined the  prgposed r a t e  

schedules ,  cons idered  a l l  of the evidence introduced 

here in .  and now be ing  f u l l y  advised i n  the premises, i s  

Of t he  opinion and f i n d s  tha t :  

(1) Iowa-Illirois G a s  and E lec rz i c  company 
is a co rpora t ion  organized and ex i s t ing  
under and by v i z tue  of the  laws of =!e 
S t a t e  o f  I l l i n o i s :  i t  is engaged i n  ')le 
gene ra t ion  and supply of e l e c t r i c  energy 
and the d i s t r i h t i c n  and s a l e  of gas in 

- 21 - 
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the  Annual Repara f i l e d  t 3 i s  C-ssion by the 

Capany for +a years  1965 to 1970. inclusive. is taken 

by t!m C&ssicn f o r  -the p = s e  of cmpar ing  the fzgu-es 

prssented  i n  s a i d  -biz. 

?%e C a q a n y  has a sinking fund &bcnt;lre agree- 

ment w h i c h  conta ins  a forpula  f o r  meuu---l?g i ? t e r e s t  

coverage. and such agr-tprohibiha the  Ccmpany frJm 

issui.?g any debt mac--L?g i n  more tu. one ye&- i f  the 

i n t e r e s t  cove+age ra'2o ' a f t e r  inc?me taxes is less than 

2.0. including b t e r e s t  on new debt to Se issued. 

T e s a n y  i n  the record f o r  +he calendar yea: 

ended Dec-r 31, 1972, i n f i c a t e a  a fx=-her e-xision i? 

the r a t i o  of e&zr&?q t o  f b d  charge?. i.e..  tc 2.2 

before taxes and to 1.9 a2er  i.ncaue taxes. 

The Coumission ir aware of the continued increas- 

ing  demand and need of tbe pub l i c  for safe  and adequate 

se-*ce: such se-rice today must be przvided by +&e util- 

i t y  in t h e  f ace  of i n f l a t i o n  and ecological  s t a n d a r b  of 

federal, s t a t e  and l o c a l  guverrrmental au'Acrities which 

standdrd~ F e a t l y  increase t h e  c o s t  of pmviding  new plant 

and f a c i l i t i e s .  Such d-& c r e a t e  an ever increasing 

need for g r e a t e r  annu;r=s of c a p i t a l  by the u t i l i t i e s .  

The evidence shwr that the Company's f i r s t  m o r t -  

gage bond r a t i n g s  and its sin!cing fund debentrrre ra t ings  

have been -.-graded by a b n d  r a t i n g  company and, while it 

- 2 0 -  . 
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Page 57 of 654 

(9)  evidence submitted by  *-he Company in 
s u p p o z  of t!!e Raprodur-ion Cast New and 
Reproduction Cost Sew Depreciated for its 
E l e c t r i c  and G a s  P l a n t s  d l o c a b l e  t o  
I l l b o i s  operations f o r  =be t e s t  ye&- 
ended December 31, 1370, twether w i t h  
evidence submitted by %be C - m i s s i o n ' s  En- 
ginee%?g S t a f f ,  w e r e  considered by =!e 
C o m m i s s h ~  in its deteEmLqation of a 
FaL- Value Rate Sase for both Elec-zic  
and Gas Operatias h I l l a o i s ,  and was 
d i s r A s s e d  i n  the prefatory par t  of this 
order :  each  proposal for d e t e r r n a t i o n  of  
Reproduction Cost Ecv Seprcc ia ted  i s  found 
t o  have merit and such proposals have been 
cons idered  ir. connection wit!! Lye C-is- 
s i o n ' s  u l t i m a t e  d e t e - T b a t i o n  of  F a i r  Value  
Rate  B a s e s  as of December 31. 1970: 
Reproduction C a s t  New Depreciated for 
ElecL-ic P l a n t  - I l l i n o i s  0pe:ations - is 
found t o  be $95,700,63:, and Reprduc t ion  
Cost  New Depreciated for Gas P l h i t  - 1 1 1 h o i s  
Operat ions - is for;?d t o  be $38,414,703. 
b e t h  as of D e c d e r  31, 1 9 i O :  

(10) O r i g i n a l  Cast o f  kbe Company's used and 
usefnl E l e c t r i c  P l a n t  ir: Service.  a l l o c a t e d  
t o  I l l i n c i s  opera t ions ,  as o f  December 31. 
1970. is $89.277.777: 

(11) Accunxlated Provis ion for Depreciat ion and 
W r t i r a t i o n  of the Company's used and 
useful Electzic p l a n t  i n  Service,  a l l o c a t e d  
t o  I l l i n o i s  ope ra t ions ,  as of December 31, 
1970. is 521,393,216: r e s d t i n g  i n  a net  
O r i g i n a l  Cost  of such p l a n t  a s  of such d a t e  
of $67,878,561; 

(12) the fo r lov ing  p l a n t  items a l loca ted  t o  
I l l i n o i s  E l e c t r i c  ope ra t ions  should be 
inc luded  i n  the F a i r  Value Rate Base of 
the Company's E l e c t r i c  Operations in 
Illinois as of December 31 ,  1970: 

P l a n t  Held for FuYAre Uae S 38 ,955  
C o n s t x c t i o n  Work i n  P r i g r e s s  
on which no i n t e r e s t  w a s  
charged 5478.790 

(13) t \e fo l lowins  item. a f f e - t in5  I l l i n o i s  
E l e c t z i c  Operat ions o f  t h e  Company. a h o d d  
be t r e a t e d  as indica ted  iz connection w i t h  
t h e  es tab l i shment  of a F a i r  Value Rate 
B a s e  for  such Electr ic  Operat ions:  

- 2 3  - 
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I l lLno i s  and. a s  suc!, is a public =ti?' -*zf 
wit!!& the  m e a 3 9  of  an A c t  e n t i t l e d ,  
'An A c t  conce-Tbg publ ic  u t i l i t i e s ,  a s  
amended: 

( 2 )  the Connnission has ju=isdict ion of tihe 
Company and of ';he subject matters of  
this case: 

( 3 )  this p r o c e d b g  vas b i t i a t e d  by =!e 
Company on August 30, 1971. f i l i n g  
wi'h the c o d a s i o n  c e r t a i n  revised 
schedules of r a t e s  f o r  its gas and 
elec-=ic service appl icable  t o  i t s  
operat ions i n  Illinois, for  w-hic!! it 
proposed a general  increase i n  razes 
for VL-ious c l a s s i f i c a t i o n s  of service 
e f f e c t i v e  October 1, 1971: 

(4 )  due no t i ce  o f  the f i l i n s  of sa id  r a t e  
schedules was given pursuant to law and 
t i e  zules and re$ations of  t h i s  Commis- 
sion: 

( 5 )  on September 2 2 ,  1,971, the  C s d s s i o n  
suspended the proposed r a t e s  pendiig 
hee-ing and inves t iga t ion  and subsequently. 
on J a n u k T  1 9 ,  1972, resuspenaed s a i d  rates 
u n t i l  Ju ly  27. 19i2: 

( 6 )  n o t i c e  of the initial hee-ins held i n  th%b 
case w a s   ailed by t h e  Secretkzy of %!e Com- 
mission tc Iova- I l l ino is  Gas and Elec-sic 
Company, the myor.  Atrcraey and Clerk of 
the unmic ipa l i t i es  loca ted  virhiz  the 
Company's se rv ice  areas i n  i l l i n o i s .  and 
t o  o the r  persons o r  e n t i t i e s  as  shown by 
the  docket sheets  maintained by t i e  S e c r e t k y  
o f  t h e  Comnission, ali in ac:ordance with *he 
a l e s  and r e q d a t i a n s  of th ' rs  Comission: 
no t i ce  of a l l  subsequenr hek-ings w e r e  mailed 
by t h e  Secretary of :>e Canmission t o  suc!! 
pk-t ies  as a re  show by the docker shee ts  
maiTtained by the  Commission i n  =!is case; 

( 7 )  statements  of f a c t  and conclusions reached 
in t h e  prefa tory  part of %!is order k-e 
amply supported by evidence o f  reczrd and 
k-e hereby adopted a s  findings of f a c t :  

( 8 )  mezhods used by the Company t o  a l loca t e  
property dedicated t o  the pcS l i c  i n  Illi- 
nois  i n  furzishing gas  and elec-si: service 
t o  its mstomers is j u s t  and reasonable 
and is hereby approved for pu-Toses of 
t h i s  case:  

- 2 2  - 
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(18)  the ?air Value Rate b s e .  u sf k - r  21. 
1970. fsr Ccmpany's Lii~ais G a  3pera-2ons. 
is f31;?d t? be 526,206,013: 

(19) r a t e s  ?rese-.*Ly i n  e f f e c t  f z r  e i e c t z i c  s e r z i c e  
fu-zisned t o  =!e I l l r . c i s  custlmers of t3e 
C=mpany a r e  ina-ate and u?jusr i n  t h a t  'Aey 
do no= prose a reasonable retuzz. -a <le 
Campany on its i a v e s m n t  i? Electric P l a n t  
used i.? its Illinois Cpera-Lons and rec?very 
pf Oparat2-q msts f c r  =e--' ___ - SerrLce Par- 
nished t o  i t s  I l l i n o i s  c ~ r = r e r s :  ?axe of Reru-7.- 
a= ?:+sex: r a t e s .  on -Ae Pa i r  VL-e Rare 3ase :f 
S69.2fS.329 i s  5.89 pe-Tent: ex=?.a-;sa c f  -)le 
Campany's 197l & m u d  Report ( ? o x  21). on f i l e  
wi-d - Z s  c d a s i o n .  incLcates thbr Lie coupany's 
Ra+e of R e U - 7  bas fuz->er dec l ixed  from =he 
level W z i e n c e d  for -Ae test year  of 1970, as 
ad jus ted :  

e l e c t r i c  operatzons ;n Illinois aze ~ j u s t  i n  
t!mt %ley w c d d  p r o h c e  a Rare of 2.etz-T. of 7.86 
percent  on <le F a i r  Val'ae Rate B a s e  of 569,268,029, 
and such TroFcsed za t e s  snculd ke oazce l led  ard 
a h ? L l e d :  

(20) r a t e s  propcsed h e r e i n  by the  c = ~ p a ~ y  f sr  i ts  - .. 
- -  / 

(21) the C z ~ a . . y  skoc ld  Se req-red t c  f i l e  r a t e s  
t l a t  will prsduce Annual Operating Inccme cf 

tiom i n  I l l i n o i s ,  and suck Annual Operazing 
1zcar.e would, i n  ~LL. ,  provide :he C=mpa.?y v-3 
a Rate =f Retu-~. of apFr:-teiy 7.36 2erEer.t 
on =le l a i r  V a l u e  Rate Base of S63.268.029: 

( 2 2 )  r a t e s  preser.-dy i n  e f f e c t  f:r gas s e z z i c e  ear -  

a p p r o x b a t e l y  $5,095.000 for its elec=ric opera- - .  

nished t o  th5e X l i n o i s  c '~t=mers cf  'he C ~ n g a n y  
a r e  iaadeqdate  and unjust i.? thlat :hey dc n o t  
produce a zeasonabie ret.;-- t= =>e C q a n y  on 
z r s  ir .ves3lent i n  G a s  P l a n t  -sed i:: i ts  Illinois 
opera-Lon3 and recove? of Operaring Costs f i r  
Gas SeFJice fu-Tished c? its I l l i n o i s  c x s t m e r s :  
thhe Rate of Revurn. at p r e s e s t  r a t e s .  on thle 
Fair Value Rate B a s e  of $26.206.013 is 5.53%: w 

due t o  %Ye cx-ra i lnents  of gas scpgly L-sed 
upon I a v a - I l l i n o i s  by ita p r i n c i p a l  p i p e l i n e  
s E p p l l e r .  Na22ral G a s  P ipe l ine  CaIqany of America. 
Icva-:llir.o;s has placed in:= e f f e c r  gas 1;nita- 
t i o n  r a e s  ky v b c h  i t  is c s n r r o l i i n g  its qnvth 
r a t e  :C coincide vithh a v a i l a b i e  gas s u p p l i e s :  
thhe eA---ailmexts by Nayural. v r i c k  w i l l  cause 
reduce6 sales t o  inte-?aprible customers  initi- 
a l l y .  and thhe gas l b i t a t i c n  =des. vbAch v F L l  
cause lover ~han n o m l  g~cwL5 i n  new ast=mers. 
w i l l  c s r r i n u e  i n  e f f e c t  f o r  =he f o r e s e e a b l e  
fu t - re :  t l e  1971 revenue dara presented i n  L l i s  
m a t t e r  shovs a Rate of R e v d x  on the  F a i r  Value 
Rare 3ase cf approxiaately 4.W: / 

(231 r a t e s  propcsed h e r e i z  by the  C=u~pkiy for i 3  
gas o p e r a r i m s  i n  Illinois a r e  jus= ar.6 reason- 
a x e .  a r e  es t imated := pro&ce Operating Incsme 
of apprcxzzzately S1.99C. 3 5 3 ,  and a Rate of Reearn 
Of 7.6Cg on =he Fa i r  Value Rate Base of 526,206,013: * 
because of rhe gas s t l x l y  s i t u a t i s n  descr ibed  i n  
Finc?;.-.g 2 2 )  a k v e .  the  1971 Rate o f  Ret"-- on --?e 
Fair V a l u e  ilate Base is appr:xLlarely 6.5%: iz , 
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AUDITIa9S: 
(a1 Eighty-Day me1 Supply 
(3) Material  and S u p p l i e s  

T c t a l  Addit ions 

s 442,871 
70?,911 

S I .  152.782 

Elec-zic P l a n t  Al locable  to Pien- 
)ur;sdrct:cnal Operat ions $3,561,357 

A c c m l a t e d  Deferred Income Taxes 3 ,583 ,063  
Con-ci3utions m Ard of Cons--zc’xn 91.007 
Customers Advances for  Const-raction 1.150 

T o t a l  Deductions 5 ‘ . 2 3 6 , 5 7 7  

Net Deduction 5 6 , 0 8 3 , 7 3 5  

the Cempany’s claim fo r  an al lovance o f  
$19.201 f o r  working E’unds and $34,163 f o r  
Prepaysenzs. bo th  a p p l i c a b l e  -& its I l l i n o i s  
Elec-cic Operat ions,  should not  be al1oved 
f o r  t!!e reasons h e r e t o f o r e  stated: 

the  F a i r  Value R a t e  Base. as of December 31 ,  
1970, f o r  t h e  Ccmpany’s I l l i n o i s  E’ec’-’- - ---- 
Operations,  is found t o  be ‘$69.268.029: 

the Or ig ina l  Cost ,  its related A c c a x l a t e d  
Provis ion f o r  Depreciat ion.  and n e t  o r i g i n a l  
Cost, of  the Company’s Gas P l a n t  used LT its 
Illilois G a s  Operat ions as of Decemjer 31, 
1970, are a s  fo11ovs: 

(ai  Or ig ina l  Cost $i0,225,805 
(b) Ac=uPulated Provis ion f o r  

Deprec ia t ion  5 . 0 3 5 . 9 8 6  
(c) N e t  O r i g i n a l  Cost 5 2 4 . 2 9 9 . 8 1 9  

the  fo l lov inq  i tems,  a f f e c t i n g  t5e I I l i n o i s  
Gas Operat ions of t h e  Company, should be 
t-cared as i n d i c a t e s  i n  connection with t h e  
establishment of a Fai- Value U t e  Sase for 
such Gas Operat ions:  

Constzuction work i n  Progress on 
which no  i n t e r e s t  vas c-hrged s 48.539 

Liquefied Petroleum G a s  Supply 7.684 
Prepaid Gas Stored Underyround 537,017 
H a t e r i a l s  and Suppl ies  283,456 
Working Funds 13.632 
Prepaymcnts 25.672 

T o t a l  Additions 5 916,020 

DPIUCTIONS: 
(9) Acemulate6 Deferred Income Taxes $1,734,333 
(h) C o n t r i k t i o n s  i n  Aid of Const-Yr-ion 657.161 
(i) Customers Advances f o r  Ccns---xrion 139.547 

Total. Deductions 52,531,047 
N e t  Deduction 51.615.027 
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vim of the c=n-Lnued de te r io ra t ion  of I-- 
LEL-ais' Rate of R e V z 3  in 1971. such pmpassd 
r a t e s  should be appnved:  

ceeL75 *at remai. -&-sed of shauld  be 
disposed of c o r d s c e n t  wi-2 -h ul--tc 
conclvs iom of '&is order .  

( 2 4 )  any objec-Lom and m e O M  nade i? + a s  pz3- 

17 1s TsETr p)oRE ORDZFCZ2 - a t  the Swpensian O r d e r  

entered  hereLr on Septembe: 2 2 .  1971, and +A Resuspension 

O r d e r  ertered Januk-f 1 9 .  1972. be. and +2ey arc hezeby.  

vacated as t o  -A follOv;,?5: 

12-2 Rev-sed Sheet Nc. 5 
** 7 3 .A ' Hc. 6 

8 -3 * NQ. 7 
" No. 8 - HC. 9 

14t3 
6 L? 

Nc. 13  
No. 24 

6 t b  
3=d 
5 +a ' No. 25 

. 
3rd . No. 25 

-&&Le I 2 1 . C - C -  No. 1 

L? which a general  i ?creaae  i? 5a3 r a t e s  propcsed  

ky I w a - i l l b o i s  Gas and ELectziC C=q~any. and -be C q a y  

bc. and i t  is hereby. a c - A r i r e d  -2 place  s a i d  s h e e t s  Li 

affect on or &*:e= +be date of +&is order .  

-T IS E C R m  O R D E E D  'At +de Srupe.?sion Order 

entared hereL7 on September 2 2 .  1971. and +de Resuspension 

Order entered  J a z ? ~ c y  1 9 .  1972. be. and -hey aze he reby ,  

vacated as *& %.?e foileving: 

7%i Revised Sheet No .  4 
8 Li " NO. 5 
8 L? . No. 0 
7 Lb - NO. 9 
7 %? ' NO. 10 

' No. 13 
" No. 14 

S t 3  
2nd. 
Scheelule I l 1 . C . C .  NO. 2 

. . . . . . 
in d c h  a general  increase  ia eleczric r a t e s  was p x -  

paaed by I--Illinois Cas and E l e c t r i c  C q a n y .  and such 

shee t s  a r e  hereby ordezed cance l led  and a m u i l e d .  

IT I5 E?jilTXER OF.3- 'At ICna-IllLqcis Gas and 

Electzic C a q a r r y  be, and i t  is here*, :&red and 

directed to Zile new r a t e s  w i L ?  %?e Canmission as s h m  

on *pen& A' a t rached  he re to  f c r  +&se service c l a s a i f i -  

- 26 - 
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c a t b n a  ind ica ted  tharson, d o n g  w i t h  the &cZ$ p&- 

sionn appl icable  to each rate. s a i d  r a t e s  to pmduce 

appraxhately 52,312,800 of add i t iona l  Operating Revanues 

and total operat ing Incomc of apprcodmatdy $S.O9S.000. 

based on the 1970 t e a t  year. M adjuated. 

IT IS mRTBex OROERED t h a t  any objec t ions .  peti- 

t i o ~  or m t i o n s .  including tke P e t i t i o n  for  In te r im 

Rel ief  f i l e d  by the C-y on Saptarher 10. 1971. that 

remain undisposed of, bo. and they  are hereby. disposed 

of cons in ten t  with the ultimate conclusions contained 

herein.  , 

IT IS FUR- ORDERED. and th is  c d s s i o n  

c e r t i f i e s ,  that t?bz increases  w a n t e d  by t h i s  order  have 

been examined by t h e  C d s s i o n  wit!! regard t o  their can- 

s i s t e n c y  w i t h  the purposes of the Economic S t a b i l i z a t i o n  

Act of 1970, a s  amended. 

By order of the C d s s i o n  this 26th day of 

Jdy. 1972. 

(S E A L) 
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By %'e CamLssion:  

On A x 5 c s t  3 C ,  1 9 7 3 ,  iwa- I l l i nc i s  Gas k?d Zlectzic ===?any 
( ' :ova-I l l~ncis"  o r  %.e 'Coqany"1 f i l e d  wi=! %!is ComLssicn a 
pzcposed gene ra l  i n c r e a s e  i n  gas :ates, s t a t e d  i n  ill. C.C. 140. 1, 
14t5 Revised S h e e t  N o .  5 ,  13-2 Revised Sheet No. 5 ,  1051 .Revised 
Sheet No. 7 ,  16%' Revised Shee t  No. 8 ,  8%: Revhed Sheet  :IC. 9 ,  
23x2 &vised Shee t  NO. 11, 9c,'. Revised Sheet :IC. 13. St!! .*vised 
Sheet >IC.  2 4 ,  7 ~ 3  R e v i s e &  Sheet  Nc. 2 5 .  and 5%-. Revised Sheet  P!o. 
2 6 ,  kid  prcpased gene ra l  i?.crease iz e l e c t r i c  r a t e s  s t a t e d  i n  
ill. C . C .  No. i ,  10%' Revised Sheer !IC. 4 ,  ll5. aevzse t  Shee-  ::c. 
5 ,  il57 Revise? Sheez No. 7 .  lit% Revised Sheet N O .  8 ,  lo<-. i i ~  
vised Shee t  No. 9 ,  10%' Revise? Sheet Nc. 1 0 ,  8%' Revi sed  Shee t  
Fa. 13., and 5=3 i levlsed Shee t  NO. 1 4 ;  s a i d  increases  i n  n a t c z a l  
gas r a t e s  and i n  e l e c z z i c  r a t e s  were proposed t o  beccme e f f e c t i v e  
Oczcbez 1, 1973. 

Notice of %he prcposed general  r a t e  i-creases w a s  pos=ed i n  
t h e  Ccmpany's b u s i n e s s  o f f i c e s  an? was p&Jcished i n  =!e s e v e r a l  
newspapez of  g e n e r a l  c i r c u l a t i o n  tkr3ughout i-3 sezrice azea  , as 
evidenced by Cer t i5 ica tes  o f  P&li:a:ion, i n  ac:?r2ance VL=? %he 
requiremer.*a of S e c t i o n  36 o f  %!e S l l i n o i s  P u b l i c  U t i l i t i e s  X c t  
and <?e p rov i s ions  of  General Or?er 157 of t'e Coxmission. 

1: appeared fzcm an e x d n a t i o r .  o f  :?e f i l e ?  t a z i f f  sheets  
that  Lte C m i s s i c n  should e n t e r  upon a hearing cmcern ing  %!e 
p ropr i e ty  and reascnableness  of %?e prcpcsed general  r a t e  in- 
creases  and ,  p e n e n 5  hear ing  and dezisior. :?erecz, :!e nev r a t e s  
shoul?  no t  beccme e f f e c t i v e  on L5.e &te proposed by Lie C=y?any. 
?he Cczmission e n t e r e d  ar? c r s e r  Septerber 2 6 ,  1973, suspending 
the proposed i n c r e a s e s  u n t i l  Janus?! 2 7 ,  15.74 and t h e r e a f t e r ,  by 

proposed increases =til Zcly 2 7 ,  1 9 7 4 ,  i n  accor2ance wi:? Sec- 
tion 36 of  :!e Illinois T " 1 i c  U t i l i t i e s  A c t .  

a *.,--- ---,?er o r d e r  e n t e r e d  on Januazy 1 6 ,  lOi4, rescspended s a i d  

P x s u a n t  t o  n o t i c e  g iven ,  as req.;ired by law and %&.e x l e s  
and r e w l a t i o n s  of the ComLssion,  a hearins  was he ld  i n  =.is 
matzer be fo re  a d c l y  au%h.orized Ex&ne= of the  Co.m.issior. a t  
i ts  o f f i c e s  i n  Chicago, I l l i n c i s .  or. ?lovee,er 8 ,  1972. Appear- 
ances we:e e n t e r e d  by ciunsei on behalf of  *be Conparry and by 
members of t h e  G a s  Engineer ing,  Eleczr ic  Engineezing and Accoun*s 
and ?:nance S e c t i o n s  of :'e C o m i s s i o n .  There were no o t 5 e r  
appearances.  Subsequent hear ings  were held on January 2 2 ,  April 
10, m d  11, and l a y  27, 1974. The case was marked .Heard and 
Taken' on May 27, 1 9 7 4 .  

". -he t z a n s c z i p  of t'e reccr:! ccns is t s  of 1,221 pages and 
56 e x l i b i t s .  i t  c o n t a i n s  a d e t a i l e d ,  comprehensive a n a l y s i s  of 
-he f i n a n c i a l  ac=our.ts of =.e Company, operat i55 Revenues and 
Expenses, t!e Or ig ina l  Cost and Reproduction Ccst wi%5 assoc ia t ed  
accrued d e p r e c i a t i o n  app l i cab le  t c  %be Company's p rope r ty ,  :e- 
quiremats f c r  c%h.er p r o p e r t i e s .  <-.e c3st o f  mney and o-fier 
mat te rs  re la - '  --ng t c  ?.ate c f  Re--- ---... 

Nature cf  Comanv ' s  Cnerzr ions 

The Company is engage? i> the  generat-cn, :-azszission, d r s -  
*-; ,--Scrion k-.d s a l e  o f  e l e c t r i c  e n e r z  a d  %he t i s t r i b l i t i o n  and 

_ _ t -  ' . 
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Decrease h O p e r a t h q  a v e n u e s  -a 
reflect cne-T cinse--rraticn by 
C.Ut=mtZS s 1,035 s 278  s 1,413 

D e c e a s e  LT iTc=me an2 Ge-era; Taxes 
a d  f u e l  c o s t s  - ~ i a t = c  to f c r a g o i ~ g  . 705 201 . 906 

Increase ir~ '?ai= value '  D e ? z L a t i c n  
5 4 8  l a ?  7 3 7  -- Net of T a x e s  

E l i m k a t i o n  of d c n a t i o n s  f c r  C h a r i t -  
a b l e ,  Social and C=mmur.i:y Cr;a- 
e z a t i o n s ,  N e t  of Taxes  Bade by t h e  
C-ssion's S t a f f  should be ap- 

5 7 6 13 --- proved in :he f n l l c v i n g  amounts: 

The Cczupmy p r e s e n t e 6  t h e  r e s t 5 c n y  of tL-ae -e-- w i t n e s s e s  
on ra-2 of = e = - - .  One vas = e t a h e 2  by %be C q a n y  t: de+er=xe an 
a p p r o p r i a t e  =?L-z *-io$ :?e Cs~pany shoulC have t i  ?==vide tibe 
o p p o ~ - u n i t y  t i  ea-- frcm its e l e c t r i c  and gas busLrIess sck:ecs t c  
'%e j u r i s & - c t i c n  cf 5-2s C d s s i c n .  Xe deze-=iTd a f a i z  r a t e  o f  
=e-.*- ___. t o  be a p p l i e d  t: a present  f a i r  value r a t e  aase  w h i c h  he 
t e s = i f i e d  g ives  Cue considera-Len t o  LrIflation and t c  CL-=-SK c o s t s .  
H e  a l s o  dete-daed for :?is C s q a n y  a r a t e  of rerL-3 wnick, if ap- 
p l i e d  to an or ig i r r a l  cost r a t e  base,  woul:! be appropziate .  T?a 
v i a e s s  conclude6 tba: :% f a i r  =a te  of r e y L a  appl icakle  t c  :ai= 
value r a t e  base ,  u - A l i r i n g  a' ,ready embeddel cost'of debt of 6.31 
percent  and pr-fe=zed stock a t  5 .96  percent  = d i n e d  w i ~ ?  t h e  
r;-rer.t c3st of new c-mcn eq'L:y a t  12.5 percent  is 8 . 6  -==en%. 
S h i l k - l y ,  he concl ided  5 a t  a fair r a t e  cf  ~C?LT a s o l i c a b l e  .. to 
ar: o r i g k a l  c o s t  r a t e  base vi:! 1 4  - 14.5 percent  re?:= on c - a c n  
book equiyf is 9 . 2 4  - 9.44 perceat .  

has  been pushe6 uyar '!  by -he - ccntL.&ng L r f L a t i o n a q  pressu=es an2 
:\e rapil '  d e c l i n e  iy :% pL-=hasins power of mcney. ae a l s o  s t a t e d  
his opinion %bt cons idera t ion  shculc  be given t o  =he *--en6 o f  lcng- 
te-- LrIterest r a t e s  and :he p:zbabili t ies v i t h  respec t  t i  cos t  c:T 
ad l ' i t i ona l  and replac-men: det-. c a p i t a l  i.1 %!e near f'~r2-e.  

The v i t n e s s  t e s d f i e d  %ha: :.e cos t  c f  c a p i t a l  t i  %he C a p a n y  

- -he w i % y e s s  t e s t i f i e d  t h a t  he a s p L e e  :.ree g e n e r a l l y  accepted 
tests of reasonableness  i n  %he c e t e d n a t i o n  of :?e :is= of  c-on 
stock c a p i t a l  tn  *e C = q a n y .  These k-e (I) t h a t  :!e re t -=  on 
~ q u i t y  c a p i t a l  must be curmenscrate with the  re?LTs on i r v e s - a e n t s  
an o%'er ente,-;zises having ccrrespccding r i s k s ,  ( 2 )  t h a t  =he p r i s -  
p e c t i v e  ret*~?.s must be s u f f i c i e n t  t e  a t t z a c t  %he a d & i t i o n a l  
capi:al r e q u i z e l  by a growing bus iness ,  and ( 3 )  t h a t  t h e  recL7 
must be s u f f i c i e n t  to assure ccnfidence i? Lhe f i n a n c i a l  L i tegz izy  
of :!e e n t e - q r i s e  and ~aiztain its c r e d i t .  

T!~is wi:ress u t i l i s e d  bc:b :?e ccmpara5le ea-T.ings k?d %he ' 

nrarket v a l u e  approach ;-T --cacLng k s  conclusion a s  t c  :he c o s t  of 
equity c a p i t a l  s i n c e  :\ey a re  clmpatible vi%! each o:her and &-= 
not  a l t e - q a t i v e s .  I n  applying :!e ccrpara2le  eazzings method t h e  
vi%?ess s e i e c - e d  ente-?rises he bel ieve& to be o f  s h i l a z  risk 
vfiici i n c l u d e  e l e v e n  foe2 processcrs ,  t en  sanufactl ;-ers,  a d  u t i l -  
i t y  grou?s. 

3ase6  LZCR :hese st'~6ies :?e v i t a e 3 s  cznzluded tibat t h e  r a t e  
of ea-iags on book c-cc e q z t y ,  eqcivalenr  t= a l t e z . a t z v e  
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wPct-'=ity cos:, is h -3 'anqe Of 14.0 +s 14.5 perca!x which he 
uaes ax -A &'y c=mpcnan= of ra-2 cf ret-&- app2oable t o  an 
a r i g i a a l  ccst r a t a  base. 

The vi,aess' ak-ket value a p p 5 a c 5  t o  a faL- r a t e  of re+*z== 
looks &%a t u s z c r i c a l  g=wA r a t e s  of e a z z q s ,  d%-rZaands and bock 
v t y ,  p l u  eL-rent C v i d e n d  yields as b d i c a r c r s  ci the r a t e  a t  
-c!! e q u i t y  k v e s t c r s  &-e dis.?rc?un*Ag an*;-< ---?ate2 9 x L - e  re?&as. 
His conclusicn is *at *b =-!et c a p i t a p : a u c n  :ate on equity is 
about 11.75 percent p k s  0.8 pcrctznt f c r  cost of f 3 a a c b g  and 9h-- 
k e t  pressure .  Eis li.5 perotznr result is +a e s t b t i d   rent 
cost of new c a p i = a l  h dclla=s of CL-'TC~~ pu=-hsi..g p w e r  vkich  
he u e s  as the e e t y  e - e c n u t  c? r a t e  of reyuza appliraS1c ts a 
p r e s e n t  f a i r  value raze base.  

The second vi%zess ?resen'-ad t e s t d n y  r e g ~ - 2 i . 5  %be i7s-G -_ -. -a- 
t i c n a l  bvestcr 's  appraisai of s tock  h qeneral ,  u t i l i t y  c-n 
stocks in genera l ,  and -,L C-any in pa.??Aede-. He in6L:ated 
t?a- - Lis- - - - ~ - i c n a l  i -. - iivesto-?i h a t  achievLig t c t a l  retu==, 
=?e combination of &.ridend in- and ?rice apprec ia t ion ,  w i t . L z  
&e cons=rai..ts of VL-ious l e v e l s  cf risk ass-zion and :%a+ they 
require inccme gxwc?! apc--aLnating %%at of %.e g=ouc-% of vases .  
He e x p l a i i e d  %bar iivests-s a-T p l a c i i q  an even q r r a t e r  prerL .3  on 
bo=b :a=e cf gain and ce---aL:ty of g r s ~ = > .  

H e  concluded %\at u-;':*; ------es have ex;rerienced a s1OUrcvr. of 
ea-T.iigs and dividend g r w - 5  &zd =!at t a x e d  rates cf re?L-z. h a m  
no= kept  pace vi=! *e i i c x a s e  i n  %\e r a t e  of in f la t ior . .  5e alsc 
stated L't the  t ; e r a n y  has f a r e d  even worse L. =!ese resy;cc=s %%an 
the S t a n d a r i  and Poor's U-":- y Average. T-refor%, the c o n o n  
scock of t!! C - a y  has been zeaaved f r s m  h i s  b e a k ' s  l i s t  of 
r u n  s t o c k  which say be p c c h a s e d ,  w k c h  a lso  mans %\at -A Can-  
pany ' s  p r e f e r r e d  stock h i d  debt & l i g a t i o n s  will nct be pu-C=hased 
ei%%er. 

R e  a l s o  c n c l x d e d  =..at in o r d e r  f o r  u t i l i t y  stocks, ar.2 %\e 
Campkiy's stcck L? ?a---izalar, to aqaia  becme a t t r a c t i v e  t o  i n s t i -  
t n z i c n a l  i n v e s t o r s ,  a re--- --.. of a b c e  14 percent on c - a c c  e q a i t y  
is requi red .  

The L'ir2 w i - , l e s s  reviewed %!e decl ine  L! i n t e z e s t  ccveraqe. 
The a f t e r  -a ea-?;in~s ccveraqe i.. 1973 Mas i n  =be range of  2 . 1  t o  
2.3 t bes .  The C w a , i y ' s  agrs-e=lent vi=! i z v e s t o r s  r=r;.Lzes %kat 
f o r  i s suance  of l o n g - t e s  Cebt,  =\e a f t e r  taz e&T.i=qs coverage be 
a t  l e a s t  2 .0  :*s. He ccncludes =%at a m i i b 3 r a  a f t = =  tax coverage 
of 2-3/4 t c  3 &xes is requi red  to pe-=it f i n a n c b g  flexltility k . 2  
provide a marqi.7 of s a f e t y  f c z  ea-?lings fluc-?aticns .and a t - z i t i o n  
of eazT.Liqs b :!est i i f l a - '  - -snar l  t b e s .  A retu-?: of a b c ~ t  14 per- 
c e n t  on %%e comcr. e q u i t y  is req-ized :o p n v i i e  % ? s  zz2iL.m 
coverage. 

The vi=iess found :%at i n v e s t z r s  I? :he C o ! q a n y ' s  s%:ck have 
not  kept  up vi%? LTfla*; --cr.. The pr;--chasbg p e e r  of %be 2lvidend 
decreased 40 percent h e t w e e r .  1365  and 1973.  T.% bock value ad jus ted  
f o r  i n f l a t i o n  siace 1941 is about 6 0  percent  higher  *A&? s t a t e d  
beck va lue .  Hence, in +e-- of pu=chating power =!e ccmmn stock 
investars vho r e a l i z e d  a 1 4  percent  rec-.&zz on c-cn equi-:r i n  
1 9 4 1  would r e a l z z e  only 8.8: percent  tcday becaJse cf i i f l a t - o n .  

The vi%zess spcnsored -bibit  32, vhich  a--lzes %?e C m -  
pany ' s  evidence kid s h w s  eat when =-rent r a t e s  a re  aFI:Iied to 
a f a i r  v a l u e  r a t e  base i t s  z e t - ~ ~  on e l e c t r i c  0perarior.s is only 
4 . 6 3  p e r z e n t  and on gas opera t ions  is 4 . 0 8  per:ent. T= Frsvide 
%be C q a n y  vi:.'. %!e opport- iry t o  ea-7. a re%=- of  8 . 6  pezzent ,  
feud by =!e f i rs t  wi=zess *a be appl icable  tc a f a i z  value r a t e  
base .  =!!e Coupmy has  a revenue d e f i - i e n q  Li I l l i n o i s  f a r  e l e c t r i c  



operations of 58,981,000 and gas  opcrar ions of 52,341,000. The 
Couqany c la im t!!at * A s  -'tvenue def ic iency  when =omp&ad w i t h  =!e 
ad&itional revenues vhi=! vorrld ke 3enerated by %be proposed rates 
of $3,634,000 f o r  elec---ic and $1,074,000 f o r  qas .  exclusive of 

than those proposed by the  :ampany. 

f n g  a j u s t  and --asonable :ate of r e t u z . .  A utility must have suf -  
f i c i e n t  annual ah-kqs  t c  meet operat ing u;rer.ses and p-Tvide a 
r e u o n a b l e  :e*&= to L i v e s t o r s  f o r  t h e  r i s k s  assumed. A f a i r  r a t e  
of r e tu rn  v i l l  enable  -& u-;l'-y L- d -  t o  aL--ac- __- - new c a p i c a l  f o r  expan- 
s i o n  and mainzain the f i n a n c i a l  i n t e g r i t y  of %\e inves-aent.  

The Commission, r e c o p i z b q  a l l  of t be  fc regoing  f a c t o r s ,  i s  
of the opinion -bat -de Cmpany is e n t i t l e d  t c  e&= a r a t e  of re- 
turn of approxiaa te ly  8.50 p e r c e n t  on its Orig ina l  Cos? r a t e  B a s e  
for E l e c t - i c  Operat ions and 8 . 7 5  percent  on i t s  O r i g i n a l  Cast Rate 
B a s e  f o r  Gas Operations.  

?he Ccmmissian, having u a + e d  t!!e proposed r a t e  schedules ,  
considered a l l  of %!e evidence rntroduced he re in ,  and being f u l l y  
advised in =!e S r - d s e s ,  is of =!e opinicn and finds %\at: 

. add-on t a x e s ,  i i d i c a t e s  that the Clcrpsny is en- i t l ed  t o  :ates gzea te r  

Tbis CDnrmission is charTed vi%!! :!e r e s p c n s 3 i l i t y  of d e t e r s i n -  .- 

I o v a - I l l i n o i s  Gas and E l e c t r i c  Coqany is a 
c o q o r a t i o n  organized  an2 existinc under and by 
"4 ,--ue - of t5e iavs of :he Sra te  of I l l i n o i s ;  
it is engaged Li L !  generat ion and s=?p1y of 
eleC-=i: energy and %be d i s t r 3 u t i o n  and s a l e  
of gas in i l l i n o i s  and,  a s  such is a public 
u t i l i t y  v i - A n  t h e  meanirig of ar. A c t  en-Ltled,  
'An Ac- concerr;ing p u b l i c  u t i l t i e s "  a s  amended; 

=!e C-ission has  j u r i s d i c t i o n  o f  t he  Campany 
and of =!e s r tb jec t  ma t t e r s  of t h i s  case ;  

t S s  proceeding was i n i t i a t e d  by %!e Cmpany on 
August 3 0 ,  1973 by f i l i n g  vi=> t he  Csmnission 
ce---ai.. r e v i s e 2  schedules  of r a t e s  f z r  its gas  
and e l e c t r i c  s e z r i c e  app l i cab le  t s  its opera t ions  
in I i l i n o i s ,  for v h i A  it p r q o s e d  a g e n e r a l  
i nc rease  in r a t e s  f o r  var ious c l a s s i f i c a t i o n s  
of se-y-ce e f f e c t i v e  October I, 1972; 

due n o t i c e  o f  %!e f i l i n g  of s a l 2  race  s c h e l u l e s  
vas given pu=suant t o  law and t h e  r z l e s  and 
r equ la t ions  of t.his Comission: 

on Septenber  26, 1973, t he  C ~ i a s i o r .  suspended 
t h e  proposed r a t e s  pending hear ing k?d inves t iga -  
t i o n  and subsequen t ly ,  on Januar! 1 6 ,  1974, :e- 
suspended s a i d  r a t e s  until J u l y  2 7 .  1974: 

n o t i z e  of t!e L?itial hear ing held i n  t!is case 
vas mailed by t l e  Secreta--f of t he  C o d s s i o n  
t3 I o v a - I l l i n o i s  Gas and E l e c t r i c  Cunpny, t h e  
Hayor, Atto-Tey and C l e r k  of %!e m u n i c i p a l i t i e s  
l o c a t e d  u i t . k n  %be C o q a n y ' s  s e rv i ce  a r e a s  i n  
I l l i n o i s ,  and t o  o t h e r  persons o r  e n t i t i e s  a s  
sham by the docket  s h e e t s  mzintained by the 
Secre ta -y  of %!e C a m i s s i o n ,  a l l  i n  accordance 
vitr. the rules and r egu la t ions  o f  this C m m i s -  
s i o n ;  n o t i c e  of a l l  subsewen t  hed=XgS vas  
mailed by t3e Secre thy  of t he  Camiss ion  t o  
ruch pa---ies a s  are s h m  by the docket s h e e t s  
maintained by L"e Conaaission i n  t . s  case ;  
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statemen*& of f a r ,  and conclusioru reacScd 3 
cle p z e f a t o r l  p h f  of a s  0- (LTe (Mply 
ruppo,--ed by evidence of ,record and e x '  hereby 
adopted as %--dL?gs of fa*: 

wt!cds used by &e ~ o n p a n y  t o  a l l o c a t e  pmpc-y. 
dedicazed t o  the  p u b l i c  in i l l inois in furnishing 
gas and elect:ic a e d c e  t o  its cpstomerx~ are just 
and reasonable and M he-dy appmmd for pu-aoses 
of tLis case: 

Ori5Lm.l Cost of z.2 Company's used and use fu l  
Elec:-ri= Plant in SeFJice a- located to I l l i . o i s  
opera t ions ,  as of December 31, 1973, is 5125,534,000 
for  purzoses of %Us pmceeding: 

Accauulated Provis ion for Depreciat ion and Amertiza- 
t i o n  of the Cynpany's used and useful Elec*zic 
Plant i n  Serv ice ,  a l l o c a t e d  to I l l i n o i s  opera- 
t i o n s ,  as of December 31. 1973, is 531,231,000, 
resultL:g i n  a n e t  O r i g i n a l  Cost 3f such P l a n t  
as of such date  oi 594,353,300 to be used foz %!e 
p ~ z o s e s  of case; 

the f o l l w i n g  items, a f f e c t i n g  I l l i n o i s  E l e c t r i c  
Operations of the  Company, should be t r e a t e d  in 
con-iec*Lon wit!! e s t a h l i s h i n g  an Orig ina l  C a s t  Rate 
B a s e  f=r suck o?e=ations: 

AdCiticns: 

( a )  P l a n t  Reld for FUt'ure use 5 134,000 
( 5 )  Hater ia ls  and SuFplies  735,000 
(c )  Nuclear Fuel  914,000 
(dl  Fuel  Stock 1,140,000 
(e )  Adjustjlents t o  Elec t r ic  

P l a n t  i n  service 1.765.000 

T o t a l  Adei t ions 

Deduc-5ons : 

5 4 . 6 8 8 . 0 0 0  

(f) C o n t z 3 u t i o n s  i n  Aid of 
Const-zuction 221,000 

(5) Ac=runt;lated Deferzed IncJnr 
Taxes 7,627,000 

(?.) Elec*,-ic P l a n t  Ai locable  to 
Nan ju--isdiP-ional Opeza- 
tions 4,833.000 

T o t a l  Deductions 

N e t  Deductions 

512,687,000 

5 7 . 9 9 9 . 0 0 0  

the Company's claim for M allovance of 5:26,000 
f o r  prepayments should no t  be allowed for the 
reasons luxratofore s t a t e d :  

the Ori5iaal C o s t  Rate Base, as of D e c d e r  31. 
1973. for company's I l l i n o i s  E l e c t r i c  Operat ions 
is found t o  be 586,354,000: 

the Or ig ina l  Cost, i t s  r e l a t e d  Ac=mulated Provis ion 
f o r  Deprec ia t ion ,  and N e t  O r i g i n a l  Cost, of t h e  
Company's G a s  P l a n t  used i n  1:s I l l i n o i s  Gas Opera- 
t i o n s  as of Dccesber 31, 1973, aze as follows: 

-13- 



(a) O r i s h a l  Cost of ~1-t b Se--rlce 534,751,000 
(b I 

 on 8 . 2 0 2 . 0 0 0  
(el N e t  O r i q h a l  Cost of ? l a n t  i n  

Ac==dated P r o v i s i o n  _Lor Deprecia- 

S e r r i c e  S26.549.000 

the fol lowing i t e m s ,  a f f e c - b g  eie I l l i n o i s  Gas Opera- 
t i o n s  of t!e C o n p a y ,  should be +,-eated a s  i d l c a t e d  
in connectLon wit!! %!e es tab l i shmcnt  of an Or iq ina l  
Cost h t e  aase f z r  such g a s  opera t ions :  

Additions : 

( a )  Liquefied .Jetroleurn Gas Supply S 69,000 

(e) M a t e r i a l s  and S q p l i e s  264,000 
(d)  Inves-ant L? Gas Leases 1,338,000 

(b) Gas Stored Under;?omd 617,000 

T o t a l  Addi*Lons S 2 . 2 8 8 . 0 0 0  

Deductions : 

( e )  De5erred Incotne Taxes  Si.136.000 
( f )  Cont r ibu t ions  in AAC of 

Cons---:ction 6 9 i , O O O  
Is) Accumulated Deferzed :ncome 

Taxes 14i ,000 

Total Deductions S2.975,OOO 

N e t  Deduc-lons s 6 r . 0 0 0  

=!e O r i g i n a l  Cast Rate Base,  a s  of December 31, 1973, 
f o r  =!e Company's I l l i n o i s  Gas Operat ions,  is f o u d  
t o  be 525,862,000 for a s  p--oceecL?S: 

r a t e s  p r e s e n t l y  i n  e f f e c t  f o r  e l e c t r i c  se-ice f-r- 
nished t o  =.e i l l i n o i s  custorrers o f  =!e Company &-e 
inadequate  and w.just i? =!at t h e y  do not  produce a 
reasonable  re?Lrn =a %!e C o ~ a z i y  on i t s  inves-ant 
in E l e c t r i c  Plant used in its Illiaois opera t ions  
and recovery of opezat ing =osts of e l e c t r i c  se-vice 
P m i s h e d  t o  its I l l i n c i s  customers: Rate of XeYc., 
a t  p r e s e n t  r a t e s ,  on %!e Original Cost Rate Base of 
586,354,000 is 6.85 percent :  

r a t e s  proposed herein by =!e C-any f o r  its elec-=ic 
ope:ations i? Iliinois a n  u i j u s t  i? %!at t!!ey would 
produce a Rate of Ret.=. at E .  89 pe-xent on -be 
O r i g i n a l  Cost  Rate B a s e  of 586,354,000 and such 
proposed ra tes  should be cance l led  and m a u l l e d :  

t h e  Company should be r e q u i r e d  t o  f i l e  r a t e s  %!at 
w i l l  produce annual Operatinq income of a p p r o x d t e -  
ly 57,340,000 f o r  its electric opera t ions  i n  11- 
l i n o i s ,  and such annual Opera t ins  I n c w  would, i n  ~LT. provide t!e Company w<t!! a Rate of  Ret-Lzn o f  
a p p r o m t e l y  8 . 5 0  percent  on %!e O r i g i n a l  Cost 
Rate B a s e  of 586,354,000; 

r a t e s  p r e s e n t l y  i? e f f e c -  f o r  gas re -v ice  fuzz ishe2  
t o  %!e Illinois custamers of %'e Ccp3any a r e  ia- 
adequate and u? jus t  in that =!cy do no t  produce a 
reasonable  retcrx t o  =he Company on its anvest-  
ment il Gas Plant used L i ts  Illinois Operations 
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and recovery Of itS 3pera*&g Cost  f o r  gas se-5 
vice furpished to i*s Illhois nutaaert; the 
Rate of Return, a t  p r e s e n t  r a t e s ,  on the Original  
Cost Rate Base of $25,862,000 is 7.06 percant; 

rates proposed h--cin by the Company for its gas 
opera t ions  in I l l i l o i s  a-re unjus t  in *ht t h e y  
would produce a Rate of R e t -  of 9 . 1 3  p e r c e n t  on 
t h e  O r i g i 7 a l  Cost Rate B a s e  of 5 2 5 , 8 6 2 , 0 0 0  and 
such r a t e s  should be cancel led 'and a n r u l l e d ;  

the c3mpapy should be requi red  t o  f i l e  rates 
that will produce annual Opera'ag Income of 
a p p ' r h t e l y  $ 2 , 2 6 3 , 0 0 0  f o r  i ts  gas opera t ions  
LII Illinois, and such annual Operating Incane 
would, in turn,  provide t!m Company w i - h  a Rate 
of Re t -  of approximately 8 .75  percent  on *& 
Original Cost Rate Base of $25 ,E62 .000:  

any a b j e c t i o n s  and motions made in t h i s  proceed- 
ing  e a t  remain undisposed of should be considered 
disposed 0: i n  a manner cons is ten t  wit!! the u l t 2 a t e  
conclnsions here in  containes .  .,." _ _  IS TIIE3XFORE ORDIXZD %?at %?e SuspenSiX Order e n t e r e l  h e r e i n  

on September 2 6 ,  1973, and =?e 3esus?ensior. Order enzered Janua-y 1 6 ,  
1 9 7 4 ,  be ,  and t h e y  a r e  hereby, vacated as t o  L3e fol lowing:  

14 th  Revised Sheet Nc. 5 
13th  N c .  6 
1 0 t h  * NC. 7 
1 6 ~ 3  NO. 8 

8 t?? NO.  9 

I . 
I 

23rd " " No. 11 
9 t h  - No. 13  
5 t?? No. 2 4  
7z.3 - Nc. 25 

Schelu le  I11. C.C. No. 1 

I . " . 

i n  which a general  i i c r e a s e  i n  n a x r a l  gas r a t e s  proposed by Iowa- 
I l l i n o i s  G a s  and E l e c t r i c  C=mpk?y, and such s h e e t s  are hereby per-  
manently cance l led  and a m u l i e d .  

on September 2 6 ,  1973. and %?e Resuspnsior. O r d e r  e n t e r e d  Janus-=f 16,  
1974,  be ,  and t?ey a re  hereby, vaca tes  as to t5e  f o 1 l o v L ~ q :  

IT  IS FURTIIEZR ORD-D t h a t  the Suspensior. Order e n t e r e d  herein 

lot!? Revised Sheet No. 
1l-c - No. 
11th - No. 
il'h " 
1 0 t h  " 
io=? - 

Nc. 
N c  . . . . NO. 

Et?? - NO.  
5 th  - No. 

S c h e d d e  Ill .  C.C. No. 

4 
5 
7 
8 
9 

10 
1 3  
1 4  

2 

i n  which a genera l  i n c r e a s e  in e lec-z ic  :ate5 vas  proposed by Iowa- 
Illinois Gas and E l e c t r i c  Csmpany, an6 such shee t s  a r e  hereby per -  
mmently cance l led  and annulled.  

pany be,  and i: is h e r e b y ,  required and d i r e c t a d  to f i l e  v i t h  t i i s  
C d s s i o n  r e v i s e d  schedules  of e l e c t r i c  and gas rates, t o g e t h e r  
wit?? :&-iff schedules  f o r  those se-nice c l a s s i f i c a z i o n s  here inbefore  
inLicated in prop?-ion v i t h  t h e  Rcspondent's o r i g i n a l  t a r i f f  f i l i n g s ,  

IT IS FUKPHEX O R D E W  tihat Iowa-I l l lnois  Gas an6 flee-ric Com- 

-15- 
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58560  

a d d  ratmi to prodocm a p p e t a l y  $2,943,000, axclruive of aac- 

E l e h l c  Operatbg Incam of a p p e t a l y  57,310,000 m d  addi-Lonal 
apnurl Gas opsrating Revenues o f  $901,000, uc.lp.ivs of add-on taxes, 
and total G u  Operating Inc- of $2,263,000, b e d  on the 1973 
test y e a r ,  u adjusted, in .ccord.n~ with ?indings (19) and (22)  
hersin, m d  that aLl of s d d  taxiff schedules 6tatod +hareupon siall 
ba effective for aLl mator readinga an and after +he date of f i l i n 5  
tbemof. 

IT IS FUFZER ORDERRJ that aay objeeAons or motions  made i? 
-his proceeding w h i c h  remath pndispoaed of are considered dzsposcd 
of in a -er eonsirtent w i t h  the Pztimate conclusions contarned 
hemin. 

a t a S ,  O f  r d d t - d d  mUd Z h c t r f c  Opamtbg R c M n u e S  and total  

By order of the C d s s i o n  this L7th day of July, 1974. 

(5 E A L) 

MG/10 
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Sy -3e -saicn: 

Cn Sept&e= 30, 1974, I o v a - Z l l k c i s  Gas and E h c - z i c  
k p a z y  I'?.e.spcndect') f i l e d  vi=\ - 3 s  C=missicn a ?ropcsed 
genc-al k c e a s e  is gas r a t e s ,  s * a t e 2  in 211. C. C .  NO. 1. 
L7-2 Revised Sheet Yc. 5 ,  L6+L Revised Sheet Nc. 6 ,  13%\ Revised 
Sheet NO. 7 ,  19-3 Revised Sheet No. 8 ,  11-L Revise2 Sheet NO. 
9 ,  2 5 - 2  %%vised Sheet. So. 11, 11-3 Revised Sheet 90. 13, 8-A 
Revised Shea'. Ne. 24, lo=! Revised Sheet Nc. 2 5 ,  and 8-C Revised 
Sheet ?IC. 2 6 ,  an2 pr3pcsed gurc-a1 i n c e a s e  k elec-s ic  razes  
r-ate2 L a  511. C.C. No. 2 ,  13-2 ilevlsed Sheet Nc. 4, 14-2 Revised 
Sheer 9c. 5 ,  14-2 Revise-5 Sheet No. 7 ,  14-2 Revised Sheet NO. 
8 ,  13" Revise2 Sheet  Ne. 9, 13tZ Revised SSeer 8 0 .  1 0 ,  LO%? 
Bev.zsec Sheet NO. 13, and 7-2 Bevised Sheet No. 14; said bc-eases  
L-7 gas & elec-ci: razes  veze ?==posed '.e h c z e  effec--.;-e 
3ct=je- 31, i574. 

N c t k e  of *de T r i p c s e l  g m e r a l  r a t e  >.ceases vas ?ester? 
i a  -3e R e a p a n c a t ' s  b u a k e s s  c f l c e s  a& was ?ujLshed  in nevsoapc-s 
of genc-a1 oLxAla-Lcn is Xespondea:'s scTi:e &-ea, ia accaza*ce 
w i - 3  -3e requiremexx-s 05  Sect ian  36 c: *3e Illir:cis lUs1i: 

C-ssian. 
"-i u,--l--ea 1 .-i A c t  arr2 *Ae ?rovisi:ns of Gene-al Crder 157 cf &Ais 

It appea=ed 5rna an axamha-Acn cf %!e prapcsed t&-i?fs 

prapriety reasonableness  of %!e prcposed qeneral  r a t e  increases  
and, penLrq he&-hgs and decis ion *Aerecn, %!e aew r a t e s  shcdd 
act  b e c a a  e i fec+ive  on :!e &ate. prcpcsed by *de Respondent. 
The C d s s i a n  ent&-eG an o d c r  Oc-abez 9, 1974, surrpeneag 
*e ?r:pcsed -&-i::s ur:* -A Febrar-! 27, 1975, acd * A c e a f t e r ,  
by a 5*~--5e= order  entered on Febraazy 19, 1975,  resuspended 
-2- t 3  arrd i n c h d i n g  A u g ~ s t  27 .  1975, tr: accar 'ace vi%? SecLcn  
3 6  of -de Illincis 1 - X c  U t i l i z i e s  Xc-. 

-b -at *de C-=mrission shcIlid en ter  upcr heaziigs canc&--kg -e 

On Septemiaer 30, 1974, Respcndmt f i l e d  a .%-Lon Po: 1n tc -b  
Rare Relic?, aad p&-sudat to nc-Lce as re&-+< b? l a w  and 

request f a r  i n t e z h  r e i i e f  vas h e l d  on Ncvemac- 4, 1374, before 
a C c l y  ae2cri:s-d He&-ing Exa3iaer. A t  said hee-bg appek-ances 
yere  c?=ered an behal: of Respondent and by ~ c 9 b c - s  a: =%e 
C c d s s i ? n ' s  EnqineerLrg Sec:ian an2 Lie Xc=aun=s and Finance 
Sect ian.  No c=!er appeb-ances were entered by any I a t e r ? e n o r s  
a t  %!e i a t t i a l  h e a r i a 5  o r  %!ereafter.  

-. ,e = L e s  and reg"'aticns of %!e C d s a i c E ,  a hearing on tthe 
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On NcvePber 6 ,  1974, %3e C-mmissicn en+e=eC an crier gran=Lrg 
Respcncenr Lrte-im r a t e a  etec-Ave Ncvev.5ez 8 ,  i974, whiz? 
were c x p c t e 2  to prcduce a&?ticnal a x u l  revenues, excluding 
%!e 2 \  S t d t r  add-on gross zeceipts  tdx, of appraxinately $3,344,000, 
a p p r = x k a t e l y  5 1 , 4 5 8 , 0 0 0  f r s  elec-zic sa les  and 5:,386,000 
5rcs  gas sales. These L?ter= r a t e s  veze at  a l e v e l  e c a l  -- _ _  S l k  an?? 7 4 t  of %!e p r t p c a e l  increases i n  :!e eh- - - : -  ---- an2 
gas ~ ~ - i f f ~ ,  r e s p e c t i v e l y  . 

S&sequer.: hearinqs on :>e prapcsed tariffs veze held 
cn Nov&er 2 6  acd D e c a e r  15. 1974, .%=E3 10 an2 + z i l  1, 
2 9 7 5 .  an %?e la==er date  %!e praceedinq b e k q  marked 'Eeari and 
','a.%es. . 





MidAmerican Exhibit 8. 
Page 68 of 6% 

e -  

- 

. .. 

P L - - i e A L 3  Eleczic 

$131,487 

34.126 
3 3,,3n; 

132 
823 
998 

- ._ 

724 
1,399 
1,029 

3-03.Jno c - 

5 9 8 , 7 3 0  - 

g . -  
$ 37,755 

9.033 m 
- .. 

1,492 

300 

S 28.050 - 
The Respondent's Ope:a=dg Revenues aFplicable to its 

7 -  ----is , i elec-sic opezatiaus f o r  1974 were $32,343,000; less 
5333,000 a.ppLcable = noz]~-isc?ic-Lonal elec=-ic ope=a=ions: 

j L - i s l i c t i o n a l  0 p e r a t i . g  3 c m e  of. 56,498,300. Adjustlents 
far k-aualized =evenuen, i3ze:i.m revenues c a l l e c t e d ,  vage 
irrcrease, bereasad FICA ene:Ae. equi ty  tinanc~=g, Operation 
Con%-oi Cen=e= d e p r e c i a t i o n  cqcxue,izcreasnd resek-=h a d  
d e v e k p e n + . a n d  raze case e-enae, a s  s e t  :e--! i n  Responde.t's 
? x k i b i z  51, e.2 tes-L:icd '2 >y i z s  v iaesses  were accepted 
by %\e C a d s a i o n ' s  Staff, and a r e  deemeC ?caper and ==asonable. 

Opc-a=iag WeBSeS a& T a x e s  V k - C  $25,518,000; Zesult iag b 

:he Respondent's Operating Revenues a?plicabic :? i-a 
Il1Wis gas ope=a-Lons f o r  1974 were S22,053,000: Ops-azhg 
Expenses MC Taxes vere S20.387,OOO: rcslrl-,?q is jL-isdict ional  
Operazing Incame of 51,666,000, as  adjusted. uV:usaencs  
t o r  annualiscd revepues,  iatbcls revenues ea l lec ted ,  vage 
b c r e a s e s ,  kcreased PICA e m u u e ,  equity f i a a n = k g ,  Opk-azion 
Control Ceate: deprecia-Lon expense, s torage cas-a, and r a t e  
case expense, bS s e t  for%% in Respondent's -s?ibit 59, and 

,---ed .< 
sioz's Staif, anc? a x  deemed ?roper and reascnable. 

to by izs  v i z x s s e s ,  vere also ac-epted by -de C - d s -  

ALlocaticn p=acZices ani proceCL-ea use6 L? -&is ?roceedLYg 
aze in accordaxe  vi:% =.ose cansisten-Lv a i i l i d  bv Reancdent  

> - 7 -  w 
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53313 
... 9e conrende5 -Jat +2e c+s-rt:, k v e s = o r  has been e rzemely  dis- 

a p p c h t e d  vi-% =!e r e s c l z  of .'.is c z m r i ~ e a t s  i= u-LLity equities, 
vhx,'. sx;rlai:s to a 3reat ex=ert why ->e e e t y  L.vestor seeks 

<rem bonds. B e  f-L-Aer contended :!t %!!e u=iLi?- ee?L.gs 
gzav=? raze i ir now fa= love= %!ha =!e i n f l a t i o n  r a t e  and %.!ere 
has been d suSstar. t ial  dec l ine  in price ea-?...̂ ?gS~ mul t ip les .  

t o  ob=> a r i s k  p r d u  over %.e =re ce---aLi re~~-- ava i l ab le  . -  

h-. VeTCe-Toel at---rjc=ed :?e decl ine  iz p r i c e  eh--ings 
r a t i o s  0 ur~li?? stocks t o  a z d e r  of reasons,  p:LTcipa2ly: 

- _. .. 1. Slow d m ~ h  r a t e  of ea-d7gs qrop-? and ever. a negative 
grzw-5 rate i n  some c a s e s ,  

2 .  R e q L a t o y  lag and absence of adequate r a t e  - - e l i eC  -- - 
associated vi%! regclat-on, 

3 .  -2c.k of confidence i3 u-:';- -----I nanagenent as  being 
'-0 -- - d i d  i n  t I s e l y  seejc-ag adequate r e l i e f ,  _ -  - 

4. Past e n e r i e n c e  of utility shazeiclders  whi:.'. .has - -  been 3 r a j e c t e 5  t a  f 2 ~ 2 - e  w e c - a t i o n s ,  

5. Inse-Jcr;?rahle f i n a n c i a l ,  opera t iona l  , e r x i r o r ~ e n - a l  
and i z f l a t i o n  2rsb-ems seen i n  :!e LT&S---Z. 

H e  stazed L'az it has become, %!ezef:re, iacreas izq ly  d i f f i c z l t  -- _- at-zact  new stoci.,iolders a d  tz hold ex is t ing  s==cbclclders. 

R e  f - t h e =  t e s t i f i e d  :!at %!e Respondent ha2 sx;rer:enced 
gror-i. L? eh?. ..inqs fairly cow&-ale  to =!e c-Llit:z avi-aqe 
in t he  earl.! 1960's but <:at r e c e r t  ~ r o w - 2  has tecr. a t  a acoh 
reduced r a t e  an2 *daz C;vic!end grw-5 has alsc fal-en b&ci.*.i-d 
=!e averages i n  recent t d e a .  

.U--. Vmde-?cel conclude5 =?at, i n  order f o r  u-Llizy stocks, 
and =!e aespcndent 's  stock i n  p & - - L ~ ~ l h - .  t o  a o a l i  bec=me at-sac- 

a good chance to ea-7. a reasonable ?remi.= over -2e ~ ~ - r e n t  
bond i.Tterest zates. He conchced  %!at a 4 0 1  r o  50+ p r e a x a  
as a a x i b z ! n  is rcT;ired, and =!at 55% would be a :air rec'L-n 
:a+= t o  be appl ied to :.e book cornon equi ty  of  :!e Responde-.t 
Lz d e t e z i z i n T  :!e c-L-rezz o v e r a l l  ra:e o f  rer-rl: t o  vi%=.*. 
t he  Respondent 5s en=:+Led; :\a: such a i e v e l  wccl: be reqAized 
t o  9dke %!e c=rmnon srock of Respondent az---ac=ive to i n s t i t z -  
c iona l  inves-aent mma9c-s. 

..ve -- -.- :-.=.-.a,-. ---aLana5 i n v e s t s r s ,  c+zy izvesz:rs a u t  have 

- -  

The %.?iz$ vi--ness, Donald 3. Shav, Respondtnt'S Vice Presi-  
dent-?ina.?ce, reviewed t h e  dec l ine  in lonq-ter- debt  afzer-tax 
i n t e r e s t  coverage Tr:a 5 . 4  :;ne5 i n  1966 to 2.: = d e s  for %'e 
1 2  mca%.!s ended Ocrsser 31, 1 ? 7 4 .  Be test i tLe2 %.?a: Respondent 
is r eqc i r e2  t o  maintain af-.er--s* coverage of  a t  l e a s t  2 . 0  
t b e s .  The w:-aess ::==!e= t e s t i f i e d  ~5ar coveraqe a t  t5 is  time 
of 2 . 7 5  t o  3 . 0  tlses is rec--red t o  p e - l i t  f izancing f ' a x i b i l i t y  
and provide a --?in of s a f e t y  t o r  e&-.ings f l u c t i a r i o n s  &id 
a---. ------on -i of ed-?.ings. He conzenced =!a: a re%=: cf about 15% 
on t h e  comon equizy is required t o  pr?v:de :!is si.-.bum 
coveraqe. 

L-. Shav fccnd %!a: inves tors  in Respondent's stock have 
not kep: up vi:? i n f l a t i o n  a n i  tad= a f t e r  takixc i z t3  acoa(z-.t 
%.!e increase i.-. book value  per shaze as w e l l  as p r i c e  level 
chanqes, =!e pL-zhasing power of %"e divrdend has decreased 
4 6 t  s ince  1963. The bcok value of %!e c ~ c n  eqc i ty  adjuste5 
f o r  i n f l a t i o n  trezdern I?.$: a n i  Jrrre 1 9 7 4  is a5cut i 7 \  hr:.*.er 
=!an s t a t e d  bcch va'ue. He fr=5er concluded t h a t  i.-. te-Ts 
of p ~ - c h a s i n q  ?owe=, a l5a  allowed ret's-n on c m o n  equity i n  
1 9 7 4  would prccuce on ly  8 . 4 7 t  i c  purchasing power as  r e l a t ed  
to pur:hasinq power of izves t -5  d o l l a r s  wher. c o m i z t e d  and 
below the 3 . 7 5 1  izte:esz c 3 s t  a t  Lie Respcndexz's P C S ~  :ecep.t 
bond s a l e  i.-. 1070. 

-- 
- 3 -  
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Ihspcncent p r a s e n t d  -&=-day  -2 dcmons-sate :!e e i f e r -  
ot hJila-Lon upon -Le u t i l i t y  idus---!. -3espondecr.t’~ E-it 
6 5 ,  u l c a l a r e d  what c a p i z a l  = e = ’ ~ = s  wul& resclz 5 o m  a g p l y k g  
the ?=?pasad r a t e s  t a  an adjus t=< 1 9 7 4  *&st ye&-. The 1 9 7 4  
adiusted e l e c - s i c  and gas jc.%slir-icnal ooeza-L?q kcomes , 
h c l u & i y  %.e i n c e a s e d  incame f=om -Le p n p o s e d  ra-ds, wa=e 
divi ied 5y :!e ju--isc!i.=+Lonal f a t e  bases EC groGlce r a t e s  of 
rc?La. Rc~*z?ls  on eminon e e t y  veze c a l c u l a t e d  ?=am =!e over 
a l l  zates of recxz.  u s b q  :%e c a p i t a l  s---acvze a- - %!e end of 
1974. Ilrsponcent soughr ts deumns-,-a=e =!a= even vi%! :! 710- 
posed razes :!e c a i c d a r e d  o v e r a l l  r a t e  of re%=?: would be  sub- 
s tan-Lal?~  Lover =:*,an cr--T=nt cos= of c a p i r a i  fouic:  by =?,e 
Respcncent‘ a r i -aesses.  

?.is C d s s i o n  is c!&-?ed vi -3  :%e r r spons ib i l i - - ; .  of 
det.-=.iag a j u s t  and teasanabLe ta-9 of Zev2-a. The Cammission 
rccsqni-es ->at a u - L l i y  -- Save sc f f i c i en t  a r n u a l  ea-jLigs 
t o  m e t  opera-Liq expenses and ?ravide a r a a s o n a f i e  ret’&% 
*a k v e a n r s  :or -A risks ~SSIZSCZ~. A f a i r  raze  of =ec-’&a 
mule! e n a l e  :3e utility t a  at---ac: 3ev c a p i t a l  f s r  ex?ar.sion 
MC oairr=&n -e f i n a n c i a l  i=-25=iq of i ts  i n v e s - a n z .  %e 
Czmissior. a l s o  recoqnizes +dat rates w c  be j u s t  and reasonable 
for :! :a-&payer a -1:. 

R c c o ~ i : L ~ q  a i l  of %ese fac=azs.  :\is C s d s s i o n  is of 
:!e opizion -,fa= a r a t e  of  ret*&?. oi a?pr=xba=ely 8 . 7 5  ?er 
c e n t  on its C r i g i n a l  C 3 s t  Rate B a s e ,  as herein d e t r d T e d ,  
for izs e l e c z - c  ope=a*Aons i n  I l l i z o i s ,  and 8.95 pe: c e n t  
f o r  i 5  gas opera t ions ,  resul-Lig b a combined weightez r a t e  of 
=e-.,- _-.. of abo..:t 8 . 8 0 2  is r e a s o n a l e  and proper .  

and k i n g  f3l.l:~ adv;,sed Li -de ?remises. is of  :!e opi=Lon 
and finis %\at: 

3 e  C o d i s i o n ,  ha-ping exKlileG :%e en’Lre recard  h e r e i z ,  

iowa-:llinois Gas and E l e c t r i c  C,mpany, a. i l l i n o i s  
c o ~ o r a z i c n ,  is engaged L, :.e genera-Lan and supply 
of e l e c z i c  enerr;y and Lie &3-~:5utiOr. and S Z i e  
of gas in I 1 L i m i s  and,  is a puh1-c u-Lii:ty wi=!in 
:.e s a n i n 5  0. ar. A c t  en-Ltied,  -An A c t  conce-?.inq pm’ -- i ---es,‘ 1 i -i as  amendee; 

:?e C c k s s i o n  has ;cris&ic-Lon over i l spondent  and 
O f  ’,L sukject mat=er h e r d . :  

on September 30, 1974, Responden’ f i l e d  vi%! =!e 
Cammission c a r z c n  rev ised  sc%ekles of r a t e s  t o r  
i-3 gas and clec-,-ic seFr icc  appl icabie  t o  i+s opera- 
tions i n  I l L i n c i s ,  i n  wnich it proposed a genera l  
i n c e a s e  i n  razes  50- various c l a s s i f i c a z i o n s  of 
s e r J i c e  e f f c c = i v e  October 3 l ,  lji4: 

due n o t i c e  of the $- l ing of sa i i  r a t e  s c l e d u l e s  vas 
q i v e n  ?ursuant  t o  Law an< %!e s L l e s  and r e g u l a t i o n s  
c f  %\is C s d s s i o n :  

cc Occsber 9 ,  i9:4, L i e  Camission suspended =!e 
prspcsed r a c e s  pending hear in5 and inves- iga t ion  
a d  subsequently , GI. Pebr?&ry 19,  1975, resuspecded 
sai.’ races until Augusz 2 7 ,  1 9 7 5 :  

- IC - - 
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J o t i c e  af -de i d t i d l  htb-dg held Lr =%s case w a s  
mailed by %?e Secre-&y of %.e C h s s i o n  -3 Iova- 
 nois is Gas and E l e c i c  c,-&qy, %he Mayor, C i t y  
At%sr;ley rad t l e k  of -Le auzz ic ipa l i t i es  located 
vi-- *de C=mps3y's se-vice L-eas is I l l i a c i s ,  and 
-a o t i e r  pc-sons o r  en=i-Les as  shown by %?e locket 
rhee-3 n a 3 t a L a d  Sy -de S e c e - A T  of %.e t d s s i c n .  
a l l  La ac=ord&.?ce w i - 2  'the =des arrd rcg-lat ions 
of :?is C o m i s i o n :  ao-Ace of si.iaequec= h e c b q s  
vas na i led  iy *>e Secre -Az  of ::e " - c s s i o n  t o  
ruch ?a---ies as  aze s h m  by :?e &ocket  snee=s 3aLY-aLxd 
by %re C e s s i o n  i n  t h s  case; 

s-atcme3-3 of f a c t  and conclusions reached in =\e 
prefazoy: peet of =5is o r d e r  ~ - e  amply suppo-eed 
by evidence of recsz5 and &-e hereby adopred as fizzdings 
of fact herc i a ;  

me-dcds used by :he Respandent EO a l i o c a t e  properzy 
d e k c s t e d  t o  %%e p.&lic i n  f l l i r i c i o  i n  :u=--;sCinq 
gas a d  e l e c z z i c  se-yice t o  its cus-3mers &-e j u s t  
and reasonable ard a r e  hereby aFprcveC C:r puzcoses 
of -Ais case;  

-&e C=igr . la l  fast of %?e 3espcnCe-.t's used ar.2 u s e 5 1  
e!cc--.- + -__ pi&?.= 5 3  S e r r i c e  a l l o c a t e d  c-o IlLinois opera- 
t i cns .  as e: 3ecember 31, 3 7 4 .  is 5 1 2 1 , 4 8 7 , 3 0 0  f o r  
plrr;;oses of  %?is pr:ceedirq: 

Xcc*auLatel Pravis ion  fa= ospreciazion and Xmcrtization 
of '%he Respondent's used and useful e l e c z i c  p l w t  
in Serz ioe ,  a l l o c a t e d  t3 ZLLLrci3 :peratLon+, as  
05  December 31, 1,074, is $ 3 4 , 1 2 6 , 0 0 0 ,  r e a u l t i s q  in 
a net O r i p b a l  Cas-, of such ?:u.t a s  of such daze 
of 537,361,000 t o  be used f o r  =?e prr-?oses of this 
case : 

., * 

=!%e fallawinq items, a f f e c 2 n g  7"'nois -_-- eiec-zic  
operat ions of the Resjondent, as ad jus ted ,  shculC 
be t=ea+ed Lr con..ection vi=! es-dlishinq Respondent's 
Origi3ai Cos: a t e  Base f o r  such operat ions:  

Additions : 

(ai PLoxlt 3elrl f o r  ?u=rue Use S 13i,OOO 
lb) N u c t e s  Fuel  L-I Stock 823,000 
le1 Fue l  Stock i n  Reactor - N e t  998,000 
Id1 Erivizcnmental e c c i m e n c .  .~ 

Quad-Ci%ies Nuclear Pcver S t a t i o n  724,000 
(el Fuel Stacks (Cad: and O r l !  1,999,000 
(f l  Sater iaLs  and Supplies 1,029,000 

8 7 . -  .c,al Additions 51 .70s  ,000  

0eductiozs: 

(gl Conk-ibutions iz L d  of 

[h) Ac=-mulated Deferred Izccme Taxes 8 , 3 7 1 , 0 0 0  
( i l  E l e c t r i c  P l a n r  Allocable  t o  

C s n s c u c t i o n  5 300 ,000  

Non-ju=isdictional Opera=ions 5 , 0 6 5 , 0 0 0  

Total Decuctions $ 1 4 , 3 3 6 , 0 0 0  

Net Oe&ic:lcns 5 8.621.000 

Ill1 Respondent's Or ig ina l  Cost Rate Base for the  pu-7ose of 
t?ls p r a c e e d x g ,  a s  of DeCcmbe: 3 1 ,  1 9 7 4 ,  f c r  i t s  
I l l i n o i s  e i e c - z i c  opera t ions  is 5 8 8 , 7 3 0 , 0 0 0 :  

- 1 1  - m - 



&ePll;la=ed ?ravis i=n  for DepreciacAon an6 b r - i s a e o n  I . .  . . .  
of :he Respondent’s used and useful gas  plan= 
s e n i c e ,  all.ocated -a ::lhois opera t ions ,  as of 
December 31, 2 9 7 4 ,  ir 5 9 , 0 3 3 , 0 0 0 ,  resol-dg ii a 
ne= O r i q i i l  Cas: of such P l a n =  as of s u d  da te  of 
s ~ ~ . ~ : : , o o P ;  

the follovi. .g items, a f f e c t i n g  the Z l l i = o i s  5as opera- 
*Loris of %*.e Respondee=, should be -zea=ct 5 eor-?ection 
w i t h  the establishex of an O r i ~ i r r a L  Cos: Rate Base 
for such ope=a-; -oris : 

Addiziont : 

(4 Inve inzes t  in Gas ~aases S 1,492,000 
(bl Haate=ials &nd Supplies 300 ,000  
(cl Gas Stared Undc-qzound, Liquefied . . _  - 

Pe-zoleun Gas Supply,a=d Stored . . .  - 
LUG 300.000 

To-2 M i i t i c n s  s 2,592,ooa 
Deductions: 

( 1 1  Can’z3u=isns i: Aid of Cons---jc-; --on $ 7 2 6 , 0 0 0  
[el Czs=mer Xdvaslcta for Csns-=uc=ion 206,000 
If1 Ac=naulacd Defer-ed Licme Taxes 1 , 3 3 2 , 0 0 0  

Total. Deductions S 3,264,000 

Net Dtduczions S 672,000 

Respondex’s Oriqina:. C o s t  Rate Base for -Le puzTose 
of t h i s  p:aceedirig as of D e c d r  31, 1 9 7 4 ,  for L=S 
I l lLiois  gas opc-a-Aorzs is S28,050,000: 

rates which weze i n  effect prior t o  =!e aut..orizi.?g of the 
b=e:b r a t e s  ru=!orzzrd by Commission Orier of Nove.mbe: 
6 ,  1974, &id said in=e=in za te s  for clec-zic se-rvi-e 
PLTishcd zo =*.e Z:Li.?ois cluwmers of ResponCeez. 
&-e inadequate and +u..;ust i n  %%= they do n o t  praduce 
a reasonable re:= t= Respondent on i t s  hves-~lcn:  
ki elec-s ic  p l a n t  used i n  ia I l l i n o i s  opera t ions  and 
recove-7 of operazisg cos-& of elec-,-ic se=vice f r - i s S e d  
w i s  I l l i n o h  cust=mers: 

r a t e s  pvposed herein by Respondent for its e h c - s i c  
operat ioru i n  X L i s o i s  would praduce a r a t e  of ze+LY 
oi 9.42\ on the ozigi..ai c o a t   ate Base of sa$,9~2,000. 
and such proposed rates a r a  uizeasonatrle and uqjust 
and should be cancel led and annuLied: 

the Respondent should be r a w i r e d  t o  file r a t e s  %bat 
will produce &-.nual opezazinq revenues of approximately 
5 3 4 , 9 6 6 , 0 0 0  and annual ope:aci.nq income of approximatel’~ 
57,764,000 f o r  its elec-Zic opera t ions  i.? I l l i r ao i s ,  
and such annual o p e r a t x q  iacamc uould. is V L ~ . ,  pzovrde 
the Respondent vir*. a :ate of retuzT of apgr:xxta:o-ly 
8 . 7 5 \  on its o-igiaa: C:sr Rate aase as set Cnz-5 i.? 
FindLqq (12) he:eof; 

Responderr: shad& f i l e  i lew :arifT schedcles  (11 adopxiaq 
t9e S - a f f ’ s  proposals f o r  its space heatirrq Rate 105 
as hereinbef:re s t d t e d :  (21 lncreasi?Ig dem=nd charges 
c3 %?e l e v e l  proposed by Respondent f i l e <  on 
November 4 ,  1974 i n  Rates 141, 142 and 153; and 
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Iova-:llinois Gas and E l e r z i c  C o q e c y  

Prsposed Teaezal i a c z r a s e  ia gas and elec- : -_- razes .  

: 78-0075 

--. 

3y --3e Csxdssioc: 

2azW.z-j 31. 19-9, Isua-Illi2cis ;as a x i  El.c---ic CsL7Far.y 
('Respondeaz", "Csmpa~y" o r  ";ova-:'. .---=cis") . filed 2nd aevlsed Shee': 
No.. I .  2nd Revised Sheer No. 4 .  Orlgzaal Sheez No. 4.1.  Origiaai 
Sheer- So. 4 . U .  Zid Revisel  Sheet No. 5, 232 itevised Sheet NO. 6 .  
2nd Bevlsed Sheez No. 7. 2:d Xevzsed She== No. 8 .  2:c Revised Sheer 
NO. 9 ,  2x6 Bevised Sheer No. 1 0 ,  2:d Bevzsed Sheer No. I:, 222 Be- 
vise6 She=: Ne. Ilh. 2nd Revise6 Sheer Nc. 11C. 2nd Bevised Sheer  
Ne. 12. 2nd Bevised Sheer Nc. 13.  2nd 3evised Sherr- No. 21.  2nd Re- 
v:sed Sheer No. 22,  2ad 3evised Sheer Nc. 23. o f  I-s I--. C.C. Nc. .. 

Sheer No. 33.  O r i g i n a l  Sheet Nc. 3C. 0f:;inal Sheez No. 30. O i i q i -  
na? S h e c  No. 6. Ori5:nal Sheer N O .  7 .  Origiaal Sheer No. 8 .  O n g -  
i a a l  Sheer NO. 9 .  Oaq-al Sheez Nc. 10. O r i q ~ a l  Sheez No. 11. O r i g -  
izal Sheet  No. 13. Ozigiad Sheer No. 11, C r i g i a a l  Sheer 12.4. Orig-  

0ri:inal Sheer No. 20. Original Sheer Nc. 21. Original Sheer No. 22. 
Original Sheez No. 2 3 ,  Origizial Shes= No. 24. Crigixal Sheer No. 
2 4 A .  2ri;izal Sheer No. 243. Or:rial  S h e =  No. 24C. 0 z : g ~ x l  Sheet 
N o .  243.  1sz Izis,3acion Sheer Sup$eme=%l '1 Sheer- No. 2 4 ,  o f  
<-3 - .__. 1 . 1  C.C. No. 7 - Cas, herei2afzer Zefe-Ted '-0 as  "Fi led R a C r  

Schedule Shee*a" ia v&:C ir prspcses a general i a c e a s e  in gas 
and elec-zic r a c e s  in ix Ill-aois serzioe h-eas e f f e c ~ v e  
F a n a r y  il, 1978. 

poszed Lz Respondenz's S u x z e s s  offi:es a d  g c l i s h e d  i n  nevspapezs 
of gezieral cir=.La=:oc LT. -,?e Campany's illincis se=rice azea.  in 

Orier  157 of = L s  Csmniss:on. 

Examlaazion o f  =!!e 2 l r d  elec=-ic u..C gas :ate sc3elule shee 's  
:esulred 13 a de tc -n inar i sn  by =!!e Csmnisszon t o  e x c r  upon heazings 
cmce-yiag =!e p r i p r s e r y  and reasonableness o f  %he Company's ex is t -  
ing  ar.d prsposed zariff, and =!ha:, ?ending such beh-ing and d e c i -  
s ion  'hereon L!e propose6 f i l e d  gas and e l e c - z x  raze schedule sheezs 
should n o t  be allowed t o  become eZfec-Lve. Or: Zebca-zy 8 ,  1978. %be 
Commission entered  k-. O r i e r  sxspendizs =!?e eifec-Lve dare of  Lbe 
filed e l e c - z x  an& gas :ace schedule saeezs rz and .including June 10, 
1978. and on JLie 7 ,  : 5 7 8  resuspenced s.=rle raze schedule sheers t o  
and ~ n c l u d i n g  Detcmse: 1 0 .  1578, acosrzanc? vz-2 -de provssions 
of Sec-Lon 36 of  L!e Acr. 

-&e Secretaq? of L'LS ccmm~ssior. f o r  ? c z o s e s  of  -As cause.  a s  re- 
quized by Law k?d <?e -les and rerLaz:ms o f  =?is Commissioc. ',?e 
i?zrrlal heazing was scheduled and neld 12 - 2 s  cause on March 2 4 .  
1978. before a dcly  au;?or:=ed Hearing Zxaminer ac =he o f f i c e s  o f  
the  Commission L.? Sprin;field. I?ii.xis. Responden: and S t a f f  mem- 
b e s  o f  the Carmissian's L7512etr:ng Secrion. ? o ? i c i  Analysis  and 
Researcz Se-rior., Csnservarion Sectio:: and :he Ac=ou:s and I-nance 
Se:tion enzezed appearLqces a r  s a i i  i a i z i a l  hearing a s  vel: as  a l l  
subsequezt h e a r i z q s .  

.I -..a: Shest No. 12, Cr-y-aal Sheet ? I C .  13.4. Criqzrial Sheer NO. i3B. 

Nocice of  =%e ?r?posed increase iz $as a..i clec-zic  r z z - ~ s  vas 

ac---' -"-..ace vi.* -&e reqc:re~ecrs :f Sec t ion  36 of "iLn Ac: conce--=ng .ac.: ----s, .-.- ,as mended. (XCZ; a d  -Le ;r3vlsions o f  General 

??csuant ta 3o:ice. as show. by :?e docker shee ts  maintaS.ed by 
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?he :ompay is engaged in -de busi=ess o f  gcx=a-&g, ~-ans- 
miz--mg and selling clec=-ic erez3y and r2is=-A,u-;-q ant! s a l l i r i g  rra- -.*- .--a- 3 gas. Eler---c :rer;y is O l s - z ~ u t e d  b -Ae mur;cipali-Aes of 
Rock Island. Molzne. E a s t  nol ine.  :111n01s brd ir. Dav-agar, and 
Bezrmccrf. Iowa ( b o v n  a5 t i e  pcaa-Cl-2es k-ea:. 1n 70--- Dodge 
are iowa Cizy, Iowa, a ~ d  in ccr -a i s  ac!;acenz canmurr-Les .and SL-- 
round-ng &-cas. Nazural gas is t ~ s = - 2 x t r d  ir. -de aforenamed com- 
muclzies and i? Cedaz XapL& aut! O x u w a ,  :ova, and ce,-&n o-dc- 
mc=Loipal:ties. 

The :sal elec---ic serrice &-ea i ~ ~ c l a d e s  afpraximately 1.350 
sqdaze niles w i - A  a pcpulazisn o f  425,000. :>e gas ser?:ce &-ea 
has a populazior. o f  abouz 600,000. &our 29: of -&e campany's elec- 
t - ~  revenue and 28: of  i= gas revenue f o r  Lye calendk- ye&- 1077 
were de:ived $=am I l l i n o i s  0peraz:cns. the reaaiader fzom Iowa we=- 
a z o n s .  l o r  1977. 51: of  =?ss operazizg revenues were derived L-om 
elec*,-x opera',lons and 49: from gas optra-Lsns. A t  December 31, 
1977, abouz 72: of %!e Company's p ropecy  ac=cJunz [ s z a t r d  a t  cas=)  
represected elecr- ic  pzsper-y, 24% gas prDpe-T-jr and 4: c=mmcn prop- 
c--y. 

.>e=? &-e about 163,000 el--zic cus:omers. 63.000 0: 39% 10- 
cated i r ~  :lixcis and 1 0 0 . 0 0 0 .  o r  61: are  locate6 LII Iowa. Gas CJS- 
toaers w t a l  abouz 210,000, many o f  whom h - e  a l so  elec-:-c czi -am-  
eZS. About 62,000 0: 30: of ResTcndel ' s  gas CJstomerS k-e located 

.., 

lllinois and 148.000 o r  70: '1 Iowa. 
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1: na:r be o n s e r f e l  ',a= while ea-?mgs ?e= :tmcr s1'.+=e and cash 
1-71der .ds paid have increased dc=ing =?a', - 2 ~  pericd. -Le Camnary 
has maintainer? a ei-cdend gay-out zazio vi?.:.: has been :ai=>{ cm-  
szdnt. Sucf: f a c -  would in2i:aze :hat ='e C o m c a n y  has maintained a 
rcasor.abie d:v'.iee?.d p ~ l i q ~  -Aa: has b e t i  a c = e ; t a i t  :G -Ae invescinq 
p u S ? x .  Cnly i n  t i e  yea= 1971 was :be Company rew~re i  :e pay-out 

d--cdend. The C o m s a n v  has csnsis:e~:lv retained about 30:: of  izs 
as mccn as ssr:: o f  '.= ea-T-ings per  share i n  crler to neet iLs usual 

I_ ~ . -  
ea-T.:ncs available  f o r  div idends  ro  as;is= i n  ;rav~G-zg ='e c a p i t a l  
-.-,.-.+ _*_ =-,- ar.::c::azei ---e'- ,-- _. as  w e l l  as :xre-se.' de3ar.d o f  ex- 
:st ing c'.szcmezs. The C s m m : s s i a r .  is o f  L?e c:i?.:or. 3.i.a: iles?ondent 
has been prddenz '2 izs 1iv:dend poi:c: i  and fa:= tt ix inveszors. 

Cf m:e s e r i o u s  noce, i s  =he increase  i n  t i e  ezmedced i o s t  o f  
l o n g - z e x  deb:. 
has increased s t e a t i l y  cc 6.6:: az Lie e n t  o f  1376. 
been :-Le of Lbe a e d d e d  d-vsdend :ate o f  a r t fezre2  a d  s r t f e rencc  

Io 1966 =he medcec interest :a=: vas 3.8:; it 
The same has 



e & u n $ s h o o k  ra-Los f=r 
sioc of  -de mh-ket v a l u a E o n  of u-li=y s:ocx. 

After  makinq a iunjer of cal-la--sors based on opera-dnq s:a:Ls- 
c c a l  d a a  of  +de Coscany's e lec-zic  ane cas ooera-Aons and t3;al 
company opeza t ions  a s - w e l l  as the  judgmect a n 6 - e ~ e z i e n c e  o f  ibe  
vi-aess. :z vas ',?e conclusion o f  =!!e w:-zess =?.at =-.e races ?:e- 
pazec by t?e C=mpa=y should be  allowed ;= beccme effecr;ve s.1- -. b- 

"r!ey produce  re?^^- raze oppor - - z -e s  -Ad= a=? okv:susly no:. ex- 
cess ive .  ' 

Respondenz's ZL-LtF: 2 9 ,  Sc.'.eide 21. ?aqes 1 k?l i < i s c l o s e  
cos: 0: :aprzal c?mpuza--lons mace 5y -Ae :c=.sui-~nc 11-2 v:-,ess. 

cos: o f  capzzil of Iowa-I l l inois  was op ine6  co be IC.26: a c x a l  a: 
D e c d e r  31. 15177, and 10.29:  e s z h a z t d  a: 3 e c d e z  21, 1076. if 
the  Campany - G e r i e n c e d  no a=T--:zxc oz zeq;lazo=J l a 5 ,  among o-,iez 
:lings. Somewnaz h ~ q n e r  razes  o f  reY2-y were coxicered ;a be  fa:= 
razes  o f  re:x-~: by --le v:'-less for  :act-makizq pr?-?cses o f  i?is case. 

The vi -aess  included De5e:zei Job Developmex :xes-aesc  
Cze6it  (,Pic) -n commcn equizy wker. he c a l z l a z e d  h ~ s  ovezal l  cap- 
i-al cos-a sez :or-> above. IC c:css exaai:a-Loz s=aZf esyablished 
'ifla; such inc lusrcr .  would be conzzar: t o  :?e ;rovislons of Cenerai 
Orders L7? h i d  180 of +Ae I l l i no i s  Commerce Comris ion and = , a t  
sucz inclusion vould noc be z e q i r e c  by =!>e Ince-?..al Xevenue Code 
o r  t'e B e ~ a l a z i o r s  apper-ai ,xzg t2ere ta  ~ Overail :api:al cos=,  
of t3e Campany excladin5 JDIC,  would be  10.38: a: 3ecsrber 31, 
1977, and 4.09: eszisazei,  a: DeceFzer 31, :?;e. 

Vice ? ' res iderc-Zinaxe ,  who a l so  serzes  as 5 3i:ec:~: o f  =!le C m -  
pany. The Vxe-?resi ien:  tes--l:iec 13 te:ail as :a Lie .  fsaancin5 
requizenen-a o f  =!le Company f o r  '2.e f o r e s e e u l e  5d:xe. A md::er 
of primar: conce--.. i n  --he op-nion o f  C,e w::.ness. LS Lie Company's 
abi lrzy  to cnoose berweer: long-;e-- deb: k i d  e q x q  f ~ n k i c i n 5  a t  
any porn: i n  ;:me a s  vel:. as -&e a 5 r l 1 ~ j  zo have access zo ozhes 
ne-hods of o b t a ~ n ~ q  necessa-7 funcs f o r  =!!e Company's opezacrons. 
:he w~'iless m d x a z e c  =!la= ur.der c e z z a x  inden:--e coverage agree- 
men-a. =!le Company is prohibized from issz~ng add-tional f i r s c  
mor-gage bonds =less earnin5s before income :axes e p a ?  a t  l e a s e  
t i ro t i n e s  inceresz on =?e f ~ z s z  mo:z;a5e bcnds. 1 n c l u l ~ n q  L5ose 
proposed 5:: Lssaazce.  A s::&inq i--C de=er.:;re aqreesle?.: prsv-.des 
t l a t  no long-to-r. des: car. be Issue? ;f ea-7255~ afzer income taxes 
vould be less =%an =.dice -,?e -,oca: lon5-:~-31 dez: inreres: zeguire- 
men: a f t e r  :le proposed i ssuancc .  O-,ier l:xza:Lcns as vel: a r e  
Imposed by =!le aqzeenenrz.  

- .  

subjecz fo  Ta:. ---,,a:~ors i: - se: f o r &  by :te v::iesi. -&e ovezal? 

- &he second vz-aess tes:ifyinq or. behalf of  Res?ondent was izs 
- .  . . 
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AI2 uaminacion o f  i(espondent's Zxki2iz 14, Page 2 of 2 uould 

Cap- 
inc?kate *at the Company is ye= a b l e  zs ob-&= necessary h ~ d s  and 
a z  *de same tine m a h t a i a  ac=ep=able =api=1ization r az ios .  
* ;-d::a->on a: December 31, 1977, adjusted f o r  -de X k - A  1 9 i 8  Pref- 
e:esce Stock Issue .  is as Zollows: 

- :% U Y C  

Long le-- Deb= 49.3: 

P r e f e r r e d  and ?reference Stock 15.3; 

Common Equi:y 

C a p i t a l i z a t i o n  a t  Decepber 3:, 1978 zs forec3s= t o  be as f o i -  
lous: 

T 2  

Long ? e n  D e b t  

- 
?referred and Preferecce S:=ck 13.5;: 

?he c a p i t a l  s'--'Jctilre and =?e cos: :at05 and resul'dnq cam- 
posize cos= ( e x c l u d i x s  -e raze and :is= of cammon equity po---ion 
0: %?e :oca1 capi-xl s---~c=xe) a t  Dcc-pber 31, 1977, ukLd m c l u d e  
the Mk-rh 1478 3r:vate p l a c m e n z  o f  S~:.500,000 p r i n c i p a l  amount of  
7.9c Se::es Preference Stick, k ' e  adcptcd by t h i s  Commission f o r  
r a t e  m*ng pu--;loses of =his case as prgper compcnen-& of a reason- 
able c o s t  of capi-al compuzazior. izc2i:a-.izS Bespondent's cis: of  
c a p i t a l .  p r o  :s,~a. f o r  r e s t  yeas j u - , o s e s .  The con=onen=s k-e as 
follows: 

Capitaliza-Lon 
December 31, 1977 (Ad;ustei- for =?e Mar-5. 1978 

P r e f e r e x e  Stock lssuej 
(SO00 O B i t t C d )  

Composite 
cos t  of c o s t  of  

Descr in t icn  Amcur.: . __- Caoizal Caci-a1 
(1) ( 2 1  . ( 3 1  ( 4 1  ( s i  

Long-2-m 3eb: 5 - 7 -  - - I ,  189 49.3: i . O S U ,  3.49: 

P r e f e r r e d  Stock 20. ooc 4.3 5.96  .26 

Preference Szock 45.800(:j 1O.c 9.65(l) - .9f 

To=: Long-:e-- Debt a.76 
P f d .  and ? r e f .  S:sck 5 2 9 2 , 9 8 9  53.6: 

commor. E q i t y  167.715 - 2 6 . 4  

4.72': 
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9.73: 
9.92: 
9.89X 

The carmission is o f  the opinion *A= s u d  arnouri-& of  operat-  
in5 h o m e  and '& resul-ax zerz?s on t!ae respec-2ve o r ig ina l  
cos: zarr bases approved hc-eb  for rate mdcz15 p x z o s c s  vould be 
excessive, -*ai: and uoeasonable and t!x f i l e d  r 3 ~  schedule 
sheets proposed by Respondenc's Januaz.~. 11, 1978. f l l i25 v&ch 
would product such operaring rcsul-s k-e 'erefore Irareasozmble 
and unjus= and Cle same should be p e - ~ d n e a L y  canccliel and an- 
nulled.  

uLe she+= con=-5 new razes  ixlz70rac25 K2e new razes  csn- 
'amcd ix A-,p=&x A,  a==ac.ied herex-, ar.d c3mply1ncj wi:? :kc o*er 

and sravisrons of - A s  ordez,  w L c 2  u h e ~  =:&ined vi-2 =\e 

The Company should be re*:& Cz prtpk-e and f i l e  r a t e  sched- 

Cpe:azinq Revenues 538.252 556,414 S 94.666 
Opera-;n5 Zqenses (1) 35.251 42,487 77 .738  
Operacng I x i m e  3-T-5Z m' 3 16.928 
Less : Non-JL-:sLicLonal 6-0 670 

s ~ o . 2 s a  JL-isciArLiona!. O ~ e z a ~ ~ n 5  Incime 5 5 , G G L  313.2S1' 

( 1 1  Includes Federal 1%-me 'Pax compuzaziarrs a= 1079 

The C o d z s i o n  i s  of t ! c  0 p i - i ~ ~  =?a: Iowa-Ili inois could be 

razes.  

expec=ed U a c 2 - n  t'e following ZaKCS of retu-?: on ='e or-ginal  cos: 
ra:e bases approved ne:=:?. if races apFr3ved by :?rs orde r  we:- Ln- 
co-Torated i n ~ o  =he --k--ifE of  Responder.: appLc&le  t o  I l l - n o i s  gas 
and e l e c r i c  mstomers. 

P a r z i a l  a rs  Re'-u-?l 
Illinois Gas Operaziori 
Ii1xo:s E l e c - z ~ c  Operat-on 
Csmnrned Opera-dans 

?.2¶:: 
9.28: 
9.29: 
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(i8) r a t e s  vkick a rc  now i n  effecr f o r  gas serrice F.L- 
nisned to *e Illinois cJstome:s of  R e n o d e = =  &-e 
inadequate. ur.;us: and l&-easonable. I?. -&at, a e y  
do n o t  p r ~ d u c c  a reasonable rez~zn t o  Respozce== 
on izz rnvesaenc i n  gas p l a n t  used and u s e f x l  i n  
iu 1ll:nors operaricns and :eravery of  ope:azing 
cos; fo r  5as sercce  :-c?lrshed t o  i--s I l l i n o i s  cus- 
tomers: such zates should be pe=nanes-Cy caxelled 
a d  anr.ulled: 

(14) under %?e fried gam raze scllcdule she== ?rqmse& 
hezein by Responde=: f o r  i-r gas opera-2or.s ;i II- 
linois, Responcest would reasanably e q e c r  a :arc of  
rev- of 9.73: on a e  Original  Cost Rate Base o f  
532.336.000: s u e  amounu of  operacing income and re- 
-da a n  excess:ve, unfai: and unreasonable and -de 
proposee razes aze =!erefore n o t  i; all respec= 
Jus: and reasonable and should be pe-nanen-Ly CM- 
celled and m u l l e d ;  

(20) Responden: should be requuized =o prepare and place 
on file u:~? * A s  :ommxslon new gas r a t e  schedule 
she==, inca.Toratxg t!?e :a:c designs proposed by 
Respondent i n  -Ais procet&.?g, wb:h u c r e a s e  z a t e s  
on a p r o  : a u  bas i s  ta a:; customezs: and ccmplyinq 
w:t! -de o t l e r  przv-.sions o f  t ! s  oz2ez W&L=: t 3 e  
Company is C.zeczed -co I x o q J o r a r e  i n t o  i-a gas *A-- 
i f f ;  sarl new rates should be suff ic ien:  ti increase  
TAe exiszing gas cpeza:ing reve3ue fzom 536,916,000 
to 538 ,252 ,000  io: an allowed increase o f  51,336,000 
of  operazlnq revenue. ioclu&ng the 2: add-on due 
ti 5;ate Revenue - , x e s .  oz 51,310,000 excludiaq 

Isc 3 
-30- 
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(14) 

P 

s e r ~ i c r  ~ - = a s  i~ Illiaois. a=d --1 suck ~ % e =  ?e:- 
so05 01 .enc--es as sham by ->e i o c k e t  shee--s 
--zed by =!e 5eczea:r o f  '3.e C o q i i s s i o n .  all 
an acrordanre %*A *e x l e s  and r e p l a t i o n s  o f  
?his Commission: n o t i c e  o f  subsequent he&-ings 
vas mailed by -&e Secre-aT of  -Ae Commission t o  
s u e  pk-Les as a r e  shovn 5y +de dockez shee-a 
maiz-&ed by the CJnmissiOn f o r  pu-zoses O f  - A s  
case; 

_ .  . _  .. 
by %!e cv:de=ce of r e c i r i  and &-e hereby adopted 
as fiakigs of  fat=: 

a Xocion of Iowa-i l l inois  Cas and Ilcc,-ic Company 
f o r  Intexim Rate Relief f o r  Gas S e - ~ i c e  vas f i i e d  
on 3arch 24, 1978: subseciuuerrz to he&-ing thereon 
U s  Comuission enrexed ix order  on June 21, 1978, 
dr?yiag -&e reilef reqeszcd vi-Lour p r e j u L c e  t o  
the f i n a l  deze-pinazon of Z3e issues i n  a s  pro -  
c e e e a g ;  

me-Aods use6 by ilespondent -3 a l loca te  pr?pe---?, 
dedicazed p115lic ;a ill:.:o:s -3 f . ~ ~ s L n $  
gas and e l e c x  s e r ~ i c t  3 i=s r x = o m e r s ,  are  just  
a d  reasonable and k-e hereby aFproveC f o r  p - T o s e s  
of  %+AS case; 

use o f  a p r s  fo-na t e s z  pel- e=&-6 December 21. 
1977, based upon ac=3a: o p e r a c n q  daza is apFr3- 
pr iaza  f o r  =a te  makiag pu-qoses 1?. -As case; 

t h e  arisixal cos= r a t e  base f o r  =!e Ccmpasy's 
eleczic operat ions fo r  t he  tesf yea= ended 
Decder  31, 1977. i s  S 1 i 2 . 8 5 6 . 0 0 0 :  

the orioinal  cos: rate base for 'Le Comoaz!c'('s oas 
operati&s f o r  the fesz yepr ende6 Dec&c? 31; 
1977, is 532,336,000; 

the  or ig ina l  CJS= raze base of  =!e Company's cm-  
bine2 e l e c z i c  and gas u-Liizy ooerazions f O =  pur-  
poses of -&s p:ocee&ng is S175:192,000. Which 

w.C elrc---ic prop.=--zes f o r  rat: sakinq pu-ToSes 
i n  =>is pr3cee&ng; 

r a t e s  vhi=% a r e  i n  e f f e c t  fo r  e lec-zic  a e r i c e  fuz- 
&shed t o  =!!e I l l i n o i s  . r s t o m e r s  of  Respondent. are 
inadequazc. unjust and m-easonaj le  i n  f ¶ d Z  -cy do 
nor produce a reasonabie re".-?: zo aespandenz on 
ics i a v c s m e n t  i n  clec',-ic p l a n t  used and useful  i n  
1'3 ~ l l i n o i s  operat ions ant recave--y of  opera t ing  
cos= o f  e l e c z z c  s e r c c e  ? A d s h e d  to its I L L -  
n0-s cstsmers: exis=inq r a t e s  w L c h  r e s u l t  i3 
suc5 u..]usc and uh-easonatle operat ions are n o t  
i n  a l l  rcspeczs  just and reasonable and should 
be pe_aanenrly cancelled and ac?ulled vhec r a t e s  
allowed tD become effeC*LVC by V iZ tUC O f  - 3 i S  
order became effecZive: 

r a t e s  proposed herein by Respondent f o r  ics e lec-  
-r. _ _ _  operat ions i n  I l l i n o i s  voulC produce a r a t e  
of :ecuz. of 9.92: on =\e Criqinal  Cosz Race Sase 
of  S 1 i i . 8 5 6 . 0 0 0 ;  s u c h  proposed razcs a r e  nor ir. a l l  
resper-=s j u s t  and reasonable and should be per-  
manenzly cance-led and ars.ulled; 

amoar.-, -&e "valxe o f  Bcspondent's I l l i n o i s  gas 

.. 



e 

538.2!5:,000 
5 3 E . 1 5 1 . 0 0 0  
s 2.301 3oc 

such amcur.: of opera=:zg ::=:-me ai=* -he resultant 
r a t e  o f  re-"-?: of 9.29Z 01: -he gas orry-nal cos: 
raze base apFrsved nerei3 are  fa;=, jus: and rea- 
sonable ; 

- 1  7 ;  If IS E E E F 9 S  OR3L-Z Sy :be ----?.cis :omrnerte Commission 
t h a t  t h e  "Fi l ed  iiarr ScneiLe  Shet-s" S i l t d  :ana=; 11. 1478, on 
behalf of  Iowa-I lLnois  ;as and Le=:=:= Csmgany be, and Lie same 
aze hezeby. pe,zzar.er.rl;. scs;er.dei,. cacce--ei and annulled.  e f fec -  
zive upon -Ae daze 0 :  -*. -.-s o r 2 e r .  

ereczed -a p r e p r e  and f;ie v i 2  - a s  Czsmission neu elec-zic  
rate scfiedule sneezs, cicfxa inq zc =?e ;zov:srsrs of Findings 
(16) and (17) =oge=ter v::? o',er a p p l i c u l e  ~rov:s iocs  0: -is 
order, and new gas raze schedule she?= c o n f o x i n g  t o  the provi-  
S ~ I S  of Finding ( 2 0 )  of ~ 3 : s  o r d e r .  togeLber v r t 3  ot!er appl i -  
cable provis ions  of  L!-S order .  L- o f  ub~ct .  uouid tnabie -&e Com- 
pany t o  reasonabiy obzain <?e e?ec-z:c and gas operat-ng resul= 
approved here-n; s a i d  e l e c z - c  k?d gas r a re  sckedule s h e e x  t3 be- 
come eifec-dve f o r  ser.-;ce rendered or. and afzez the day s-dse-  
quenr to date o f  f:l;ng same vi=.. c-l-5 Conmission. 

pany be, ar-d 1: is herery. order:< and L r s c r e l  :a perfor= a cast 
of service s z ~ d y  rn  a l l  f - r - re  illincis elecrric :ace increase  re- 
quesrs which vr1? e3asle t i e  tsnmisti3r. i o  more p rope r ly , r e sove  
Sherraz:! Pover Sys=em's 0perac:cr.s f x m  .Pes?ccdenz's Illinois' j u r -  
isdiczional o p e r a r i o - s  1.: :?e narne: sez for--? iz Finc-ng ( 2 3 )  
hereof.  

.. 

I" IS FJF.53  Om- :tar Res=or.den: be. a d  it is hezejy,  

.. 

I1 IS 3mE:C t h a t  !ova-:llinois Cas and Elec-,-ic Com- 



._---.- 

I? IS NRZIPL O R D E E D  a~. the e x ~ ~ ~ ~  gas and e leczzc  :ate 
schdule sheets. for those s c r n c e  clasraZxcauoas f o r  vh;& B ~ V  
gas aud e l e r c z c  race s&edu.lc sheets are to be prepazed and 
S h d ,  be and the same are hercby, -tly cancelled and an- 
nulled. e f f e c v e  a t  sucb tame as the nev gas and el~-,c:c rate 
sdedule  skeeLs are allowed to become effeC?--zve by vLr.ue of a s  
order. 

11 IS m R Z  O R D E c m  that any muons or ob]ec-;ons, made by 
any pa=- hereto du=mq -&e course of +brs proceedmq, w b c b  re- 
w unduposed of  be, and the r a m  are hereby. e s p o s e d  of LZ a 
manner consistent VI- the = d u g s  and u l - a t c  conclusions con- 
tarried in +brs order. 

By order of L?e Cozmnissron thzs 6th day of December, 1978. 

(S 2 A Ll 
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